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A  Bee  among  the  Bankers 

CHAPTER    I 

HOW  TO  INCREASE  YOUR  DEPOSIT  RATE 

The  English  depositor's  position  is  not 
JCL  exactly  of  the  brightest ;  and  with  bad  trade 
and  cheap  money  looming  ahead,  it  is  not 
likely  to  improve  just  yet.  Indeed,  so  far  as 
one  can  read  the  sig-ns,  the  outlook  is  dis- 
tinctly  gloomy  ;  and  in  the  absence  of  political 
complications,  a  diminution  in  the  Bank  Rate 
appears  much  more  probable  than  an  accre- 
tion, which,  should  it  occur,  would  doubtless 
be  of  short  duration. 

We  can  all  remember  the  two  and  a  half 
years  of  2  per  cent.,  dating  from  February 
1894  to  September  1896  ;  and  depositors, 
who  were  then  receiving  |  per  cent,  in  Lon- 
don and  I2  in  the  provinces,  will  doubtless 
agree    with    the    saying  to    the    effect    that, 
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though  John  Bull  can  stand   most  things, 
per  cent,  irritates  the  old  ruffian. 

But  why  should   2   per  cent,  depress  tl 
soul  of  John    Bull  ?     His   soul   is,  we  kno' 
in  his  investments  ;  and  unless  they  be  gil 
edged,    which,   as   John    is    commercial   an 
greedy,  they  are  not,  a  period  of  2  per  cent, 
implies    that    trade    is    poor   and    dividends 
diminishing.      John,  therefore,  is  compellc 
to  retrench  ;  and  having  a  nasty  temper,  his 
wife  soon  discovers,  without  the    aid  of  the 
money  article  in  the  newspaper,  when  2  per 
cent,  has  been   worrying  him  for  a  twelve- 
month.    Let  us  hope  that  the  Boers  will  not 
compel  the  poor  man  to  give  up  his  carriage. 
He   has    used  his   legs  so  little  since   1866 
that  some  fear  they  will  prove   too  weak  to 
bear  his  great  weight ;   but    they    will    find 
themselves  mistaken  if  they  attempt  to  take 
liberties  with  Mr  Bull. 

The  Bank  of  England  rate  at  the  moment 
of  writing  (October  8th)  is  at  3.  The  Lon- 
don banks,  which  allow  ii  below  the  official 
minimum,  are  receiving  money  at  i| ;  and  in 
the  provinces  from  i|  to  2  is  being  allowed 
— i^  to  the  easy-going  man,  and  2  to  those 
persons  who  understand  them, 
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:  We  are  supposed  to  live  and  learn  ;  but  in 
mkinor    matters   we    must,    if   we    wish    to 
Ttain  our  reward  here   below,  live  and  un- 
vrn.      I  am  an  unsophisticated  person,  and 
id  always  imagined  that  the  London  Clear- 
.g  Banks  adhered  strictly  to  ih  below  Bank 
iate  ;  but  the  following  extract  from  a  touting 
itter  of  one  of  them  to  a  customer  of  a  rival 
^mpany  shook  my  confidence  in  the  unctu- 
ous rectitude  of  at  least  one  of  these  highly 
'espectable  institutions. 

"I  will,"  wrote  the  agent,  "allow  you  a 
little  more  interest  on  deposit  account  (quite 
1  private  arrangement)  than  the  usual  rate, 
it  would  give  me  very  great  pleasure  to  con- 
duct your  current  account." 

The  "  quite  a  private  arrangement "  is 
simply  delightful.  In  fact,  the  writer  seems 
an  exquisite  with  a  finished  "  bank  "  style; 
and  the  delicate  hint  at  the  finish  is  beyond 
praise.  Here  is  the  touch  of  the  true 
"bank"  artist,  who,  you  will  observe,  takes 
"very  great  pleasure."  How  nice  of  him! 
Surely  he  must  be  a  charming  man,  with 
perfect  "bank"  manners  and  a  valuable 
"  bank  "  smile.  And  how  the  dear  old  ladies 
^t  the  branch  must  adore  him ! 
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But  there  is  a  more  serious  side  of  the 
question.  We  see,  from  this  note,  that  a 
clearing  bank  (joint-stock)  makes  "quite 
private  arrangements "  with  its  depositors. 
Now,  is  this  fair  to  the  rest  ?  And  do  the 
others  act  in  a  similar  manner  when  any 
special  advantage  is  to  be  gained  thereby  ? 
I  do  not  suppose  that  the  outsider  could  walk 
into  the  bank  and  make  terms  with  the 
cashier ;  but,  possibly,  had  he  a  very  large 
sum  to  leave,  he  might  get  a  special  rate ; 
and,  again,  did  the  bank  want  his  current 
account,  as  in  the  above  instance,  it  might  do 
something  quite  private  and  underhand  in 
order  to  obtain  it. 

Customers  often  send  me  very  interesting 
letters  from  bank  managers  ;  and,  needless 
to  say,  I  am  always  most  pleased  to  read 
them,  and  also  to  publish  them,  when  I  get 
their  consent,  should  they  prove  of  public 
interest,  or  at  all  likely  to  help  others  in 
obtaining  better  rates.  My  collection,  I 
think,  is  unique  ;  and  it  would  sadden  the 
soul  of  a  zealous  bank  manager  were  he  to 
see  himself  through  the  spectacles  of  his 
customers,  and  to  read  in  cold  ink  how 
highly  they  esteem  his  species,  and  just  what 
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they  call  them — for  some  of  the  expressions 
are  rather  more  original  than  polite,  whilst 
one  lady  is  positively  lavish  with  her  adjec- 
tives and  notes  of  exclamations. 

"Oh!"  she  exclaims,  "they  have  such 
long  noses!"  It  is  quite  possible;  but, 
really,  even  a  bank  agent  cannot  help  his 
nose.  Perhaps,  however,  she  is  merely  in- 
dulging an  allegoric  propensity,  so  possibly 
*'  long  noses  "  may  convey  a  definite  meaning 
to  the  initiated,  though  I  myself  should  feel 
more  confident  of  finding  them  at  the  various 
Board  tables,  placed  between  a  pair  of  dreamy 
Eastern  eyes,  owned  by  persons  of  swarthy 
complexion.  When  a  person  says  that  he 
hates  the  Jews,  he  is  usually  very  young  and 
inexperienced  ;  and  if  he  devote  a  little  study 
to  the  peculiar  Christian  mind,  he  will  be 
less  disposed  to  allow  his  prejudice  to  blind 
his  judgment. 

We  have  seen  that  it  is  possible  to  obtain 
special  terms  for  money  left  on  deposit  with 
certain  London  banks  ;  but,  from  inquiries 
made  among  both  the  banks  and  their  cus- 
tomers, I  am  strongly  inclined  to  think  that 
it  is  extremely  difficult  to  persuade  a  clearing 
bank  to  quote  a  higher  rate  than    li  below 
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Bank  Rate.  I  mean,  of  course,  that  the  in- 
ducement must  be  considerable,  and  that 
were  the  small  depositor  to  make  the  at- 
tempt, he  would  be  pretty  certain  to  fail. 

Now  we  come  to  those  banks  with  ten- 
tacles both  in  London  and  in  the  provinces. 
Let  us  assume  that  the  Bank  Rate  has  fallen 
to  2.  These  banks  would  then  be  allowingf 
^  in  London  and  i|  in  the  country.  The 
London  depositor,  therefore,  should  then 
make  his  deposit  at  a  country  branch  of  one 
of  the  said  banks,  and  gain  i  per  cent,  by  the 
transfer.  When  the  country  rate  falls  below 
the  London  allowance,  as  it  would,  should 
the  official  minimum  touch  4  or  4I,  then  he 
can  bring  it  up  to  the  City  again,  thereby 
reaping  the  benefit  of  the  accretion.  The 
suburban  branches  of  these  companies  usually 
adopt  the  same  plan  as  the  head  office  ; 
therefore,  the  deposit  must  be  made,  so  to 
speak,  outside  the  radius.  The  purely  Lon- 
don banks,  of  course,  alwa)  s  allow  11  below; 
and,  as  many  of  us  doubtless  remember,  when 
the  Bank  of  England  rate  touched  6  in  No- 
vember 1899,  the  deposit  rate  in  London  was 
2  below. 

The  banks  then  reasoned  that  competition 
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was  so  keen  in  the  City  that  the  official 
minimum  was  not  a  true  index  to  the  value 
of  a  secured  advance  ;  and  it  cannot  be 
denied  that  the  contention  was  a  just  one, 
for  their  customers  would  not,  and  did  not, 
pay  6i  per  cent,  on  well-covered  loans  and 
over-drafts.  Hence  the  banks  could  not 
afford  to  give  4^  upon  sums  left  at  interest. 

I  say  that  the  customers  did  not  pay  6| 
percent,  from  30th  November  1899  to  loth 
January  1900,  the  period  of  the  6  per  cent, 
rate  in  question  ;  but  that  statement  requires 
qualifying  ;  for,  as  a  matter  of  fact,  some  did 
pay  6^,  though  they  were  in  the  minority. 
Those  who  knew  the  market,  and  saw  how 
eager  each  bank  was  to  snatch  business  from 
the  other,  naturally  did  not  neglect  their 
opportunity  to  make  a  bargain  ;  and  in 
numerous  instances  the  companies  could  not 
obtain  more  than  5  per  cent,  on  their  loans, 
despite  the  6  per  cent,  official  minimum.  It 
was  competition  that  made  the  Bank  Rate 
ineffective,  or,  rather,  less  effective  ;  but 
more  will  be  said  of  this  in  a  later  chapter. 

The  objective  of  this  book  is  to  show  the 
depositor  his  exact  position  in  relation  to  the 
banks,  and  also,  if  possible,  to  enable  him  to 
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improve  it ;  and  it  is  also  my  intention,  later 
on,  to  analyse  the  balance-sheets  of  the 
Australian,  Indian,  and  African  banks  in 
London,  in  such  a  manner  that  he  can  see 
at  a  glance  which  can  be  safely  trusted.  As 
these  banks  allow  from  3  to  41  per  cent, 
upon  money  left  with  them,  and  as  some  of 
them  are  as  well-managed  as  our  own,  it 
is  more  than  probable,  when  the  bankers' 
deposit  rate  in  London  recedes  to  i  or  even 
to  i,  that  he  may  like  to  transfer  at  least  a 
portion  of  his  savings  to  the  strongest  of 
these  institutions,  while  their  shareholders 
and  customers  may  probably  be  glad  of  the 
opportunity  of  seeing  just  how  the  banks  in 
which  they  are  interested  stand. 

Then,  again,  having  come  into  close  con- 
tact with  the  customers  of  numerous  banking 
companies,  I  have  been  able  to  correct 
certain  impressions,  and  also  to  obtain  a 
much  wider  knowledge  of  the  manner  in 
which  a  large  number  of  banks  transact 
their  business.  It  is  therefore  my  intention 
to  publish  these  additional  facts  for  the 
benefit  of  my  numerous  readers ;  conse- 
quently, I  shall  also  discuss  the  position  of 
the  current-account  customer   as    briefly  as 
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possible.  There  will  be  some  repetition,  so 
as  to  make  the  book  complete  in  itself;  but 
there  will  be  very  little  of  it,  because  the 
facts  here  chronicled  were  unknown  to  me 
when  I  wrote  my  previous  books  some  two 
years  ago. 

We  next  come  to  the  position  of  the 
country  depositor ;  and  I  have  no  hesita- 
tion in  asserting  that  some  of  the  banks 
have  two  rates,  even  for  sums  left  at  interest. 
At  the  moment,  with  a  3  per  cent,  official 
minimum,  they  profess  to  allow  li;  but 
most  of  them  are  careful  not  to  exhibit  a 
card  to  this  effect  in  their  offices,  possibly 
because  a  mysterious  policy  pays  them 
better. 

The  small  man,  who  leaves  from  /"50  to 
;^200  in  their  hands,  and  who  does  not  keep 
a  banking  account,  would  doubtless  be  put 
off  did  he  ask  for  a  "little"  more  interest 
or  endeavour  to  come  to  a  "quite  private 
arrangement  "  with  a  smiling  agent  or 
cashier.  However,  should  his  deposit  be 
for,  say,  anything  over  ^300,  he  should 
never  neglect  to  sound  these  worthies  ;  and 
when  it  is  beyond  ^500,  he  should  certainly 
attempt  to  improve  his  position. 
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The  larger  the  number  of  banks  in  a  town, 
the  fiercer  is  competition  between  them, 
and,  consequently,  the  greater  is  the  de- 
positor's chance.  As  the  deposit  rate  is  not 
a  fixed  one,  to  which  all  the  banks  adhere, 
he  can  make  inquiries  of  every  bank  in  the 
place,  and  thereby  ascertain  whether  any  of 
the  others  are  offering  terms,  taking  care,  of 
course,  to  ask  if  "quite  private  arrange- 
ments "  are  made.  Armed  with  this  infor- 
mation, he  can  call  upon  the  manager  of 
the  bank  where  he  keeps  his  deposit,  quietly 
relate  to  him  his  interesting  little  visits  and 
experiences,  and  then  inform  him  that,  unless 
he  can  grant  the  same  terms  as  his  rivals, 
his  intention  is  to  place  the  money  else- 
where. 

The  agent,  with  a  sad  look  in  his  eyes, 
will,  if  the  deposit  be  a  large  one,  say  that 
he  will  refer  the  matter  to  his  directors,  and 
the  customer  will  hear  their  decision  in  the 
course  of  a  few  days.  Should  the  amount 
in  question  be  small,  he  will  tell  him  there 
and  then,  and  the  depositor  can  make  up 
his  mind.  As  there  are  snakes  and  snakes, 
so  are  there  banks — and  banks.  Therefore 
it  is  advisable  to  choose  a  strong  institution, 
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whose  position  is  undoubted;  and  one  should 
never  have  anything  to  do  with  a  private 
banker  who  does  not  pubHsh  a  balance-sheet. 

Again,  certain  provincial  banking  com- 
panies are  now  taking  fixed  deposits  at 
special  rates ;  but,  as  a  rule,  such  institu- 
tions belong  to  the  weaker  variety,  which 
would  be  the  first  to  break  in  the  event  of 
a  crisis  ;  and  it  seems  much  safer  to  deposit 
with  a  really  strong  Colonial  institution  than 
to  accept  the  offer  of  a  weak  English  banking 
company,  for  there  are  not  a  few  of  them 
in  our  midst.  The  depositor,  therefore, 
must  exercise  caution,  and  not  be  tempted 
by  a  high  rate  to  risk  his  capital. 

However,  in  most  towns  of  over  thirty 
thousand  inhabitants,  there  are  from  four  to 
six  sound  banks,  whose  credit  is  well-estab- 
lished, and  the  depositor  should  confine 
his  peregrinations  to  such  companies.  In 
London  especially,  and  also  in  some  of  the 
large  provincial  cities,  small  banking  com- 
panies are  dotted  about  the  minor  streets  ; 
and  many  of  these  are  rotten  to  the  core. 
Their  bait  is  high  interest  on  deposit ;  and, 
needless  to  say,  they  should  be  scrupulously 
avoided. 
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The  balance-sheet  of  one  of  these  institu- 
tions is  before  me  at  the  moment,  and  a 
most  curious  document  it  is,  to  be  sure, 
making  one  wonder  how  any  sane  depositor 
could  play  the  fly  to  so  palpable  a  spider ; 
yet  the  bank  has  succeeded  in  obtaining 
credit  to  the  tune  of  some  two  millions  of 
pounds.  Against  this  it  holds  less  than  £<^ 
in  liquid  assets  to  each  ^loo  of  its  lia- 
bilities ;  so,  should  there  be  a  determined 
run  upon  the  company,  it  could  hardly  keep 
its  doors  open  three  hours.  Similar  illustra- 
tions might  be  given ;  and,  of  course,  it 
would  be  better  to  pay  the  said  bank  4  per 
cent,  not  to  keep  one's  money,  for  a  smash 
is  certain  to  happen  sooner  or  later. 

Depositors,  who  also  keep  current  accounts, 
can  often  bring  more  pressure  to  bear  upon 
the  manager  than  those  persons  who  simply 
leave  money  at  interest  with  a  bank  and  have 
no  further  interest  in  it  whatsoever.  Experi- 
ence proves  that  such  persons,  directly 
rumour  connects  the  bank's  name  with  any 
suspicious  undertaking,  are  the  first  to  take 
alarm  and  demand  the  return  of  their  money  ; 
therefore  a  few  banking  companies  only  re- 
ceive deposits  from  their  own  clients.     The  tie 


How  TO  Increase  Your  Deposit  Rate    13 

between  current-account  customer  and  banker 
is  obviously  the  closer ;  and  seeing  that  a 
banking  business,  after  all,  is  a  credit  busi- 
ness to  a  very  large  extent,  a  banker  is 
naturally  anxious  to  make  his  position  as 
secure  as  possible. 

Now,  the  current-account  customer  should 
take  advantage  of  this  relation,  and  when 
he  has  from  ;^2C)0  to  ^1000  to  leave  at 
interest,  he  should  express  a  wish  to  see 
the  manager.  He  would  first  ask  the 
cashier  behind  the  counter  the  rate  the  bank 
was  allowing  on  deposit.  Suppose  the  Bank 
Rate  is  3.  The  teller  then  says  i^.  If  it 
be  4,  perhaps  he  replies  2^  The  customer, 
having  obtained  this  information,  next  inter- 
views the  manager,  whom  he  reminds  that 
his  bank  is  not  the  only  one  in  the  place, 
and  requests  that  he  be  allowed  J  per  cent, 
above  the  cashier's  quotation. 

Never  take  "no"  from  a  bank  manaofer. 
The  good  man  is  almost  sure  to  equivocate  ; 
but  stick  to  him  and  you  will  probably  get 
what  you  want  if  your  request  be  reasonable, 
for  he  will  give  way  a  little  rather  than  lose  a 
good  account.  Of  course,  if  you  ask  in  a 
half-hearted  manner,  he  is  certain  to  express 
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extreme  surprise,  as  he  is  an  innocent  upon 
occasion  ;  but  let  him  see  that  you  are  in 
earnest,  and  you  will  have  him  at  your 
door  bell  in  a  day  or  two  with  a  "little" 
note  from  his  directors  in  his  pocket. 

"My  dear  sir,"  he  will  say,  "what  a  very 
nice  day.  And,  by  the  way,  my  directors 
have  made  an  exception  in  your  case ;  but 
pray  do  not  mention  it  to  your  friends,  for 
it  is  quite  exceptional — quite.  You  are  such 
an  old  and  valued  client.  My  only  request  is 
that  you  will  keep  this  arrangement  quite 
private.  How  is  your  wife's  cold  in  the 
head  ? " 

He  is,  you  will  observe,  anxious,  and,  like 
metal  when  heated,  he  expands.  Then  he 
speaks  of  exceptions,  which  is  a  polite  way 
of  confessing  that  he  charges  two  prices  for 
his  goods,  and  of  asking  you  not  to  give 
away  the  tricks  of  the  trade,  which,  of 
course,  you  would  not  dream  of  doing,  re- 
membering that  there  are  also  tricks  in  your 
own. 

It  sometimes  happens  that  a  person  does 
not  like  to  have  all  his  eggs  in  one  basket, 
and  that  he  will  keep  his  current  account 
with  one  institution  and  deposit  with  another, 
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The  manager  of  the  branch  bank  whereat 
he  deposits  will,  hoping  to  induce  him  to 
transfer  his  account,  often  quote  him  a 
special  rate  ;  and  there  can  be  no  harm  in 
allowing  the  smiling  agent  to  foster  so  harm- 
less an  illusion.  Should  one  bank  with  a 
private  firm  which  does  not  publish  a 
balance-sheet,  it  seems  but  prudent  to  de- 
posit with  a  well-known  joint-stock  company. 

A  certain  London  and  provincial  bank 
allows  ij  per  cent,  below  Bank  Rate,  both  in 
London  and  at  its  branches,  consequently, 
in  the  provinces,  when  the  official  minimum 
is  at  2,  this  company  is  receiving  deposits  at 
^.  But  its  rivals  would  be  granting  i|-  in 
the  country ;  therefore  its  depositors  should 
transfer  their  deposits  to  another  bank  in 
the  place  until  such  a  time  as  it  will  pay 
them  better  to  return  and  take  advantasfe  of 
the  policy  in  question. 

We  can  see  that  the  depositor's  position 
is  not  quite  so  hopeless  as  it  looks,  and  that 
if  he  care  to  study  the  situation  he  some- 
times succeeds  in  adding  slightly  to  his  in- 
come, even  if  he  cannot  increase  it  very 
appreciably.  The  latter  event,  one  need 
not  add,  is  out  of  the  question,  but  he  should 
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certainly  see  that  he  gets  the  highest  rates 
procurable. 

The  banks,  we  know,  unless  money  is  left 
on  deposit  for  fixed  periods,  issue  receipts, 
stating  that  the  depositor,  when  he  wishes 
to  withdraw  the  sum,  or  any  portion  of  it, 
must  give  seven  or  fourteen  days'  notice, 
as  the  case  may  be ;  but  we  are  also  aware 
that  in  normal  times  this  notice  is  seldom  or 
never  enforced.  It  may  be  as  well,  however, 
to  remind  the  reader  that  the  cashier  some- 
times has  a  trick  of  deducting  the  days  in 
question  when  notice  of  withdrawal  has  not 
been  given,  and  it  is  therefore  always  ad- 
visable to  check  the  interest  carefully. 

In  some  districts  the  banks  issue  pass- 
books to  their  depositors,  and  make  up  the 
interest  at  the  close  of  each  half-year.  The 
interest  is  then  added  to  the  principal,  when 
both  bear  interest  together.  This  plan  seems 
fairer  to  the  customer,  who  is  spared  the 
trouble  and  inconvenience  of  presenting  his 
deposit  note  from  time  to  time  in  order  that 
the  interest  be  calculated  and  added  to  the 
principal.  Moreover,  when  he  neglects  to 
do  this,  and  does  not  take  in  his  receipt  for 
three  or  four  years,  he  incurs  a  not  incon 
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siderable  loss.  But  the  banks  study  their 
own  profits  and  do  not  encourage  the  pass- 
book system.  The  customer  then  draws  out 
the  sums  he  requires  by  cheque,  and  is  saved 
much  bother  as  well  as  money  in  the  shape 
of  interest. 

One  might  fill  a  chapter  with  other  little 
points,  but  the  objective  of  this  book  is  to 
enable  the  customer  to  save  his  money ;  and 
those  moves  which  are  of  practical  use  to 
him  have  been  already  discussed. 


CHAPTER    II 

"THE  DEPOSITOR  AND  GILT-EDGED  SECURITIES" 

Finance  is  a  living  and  changing  subject ; 
and  so  sensitive  is  the  money  market  that 
advice  which  is  invaluable  to-day  may  be  stale 
to-morrow,  and  positively  dangerous  were 
one  to  act  upon  it  three  weeks  hence.  It 
follows,  therefore,  that  a  daily  paper  alone 
can  keep  its  finger,  so  to  speak,  on  the  pulse 
of  the  market,  and  predict,  with  more  or  less 
2^;^certainty,  what  the  morrow  will  bring 
forth ;  but  for  a  book,  which  is  slowly 
written,  and  even,  perhaps,  more  slowly 
printed,  to  attempt  to  tell  the  reader  what 
to  buy  and  what  to  sell  is  sheer  nonsense  ; 
for  a  political  upheaval,  to  quote  only  one 
disturbing  influence,  may  entirely  upset  the 
calculations  of  the  writer,  who,  at  the  best, 
can  only  explain  certain  so-called  laws,  which 
are  constantly  being  rendered  nugatory  by 

i8 
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what  he  would  quaintly  call  abnormal 
occurrences. 

Do  you  think  that  the  political  economist 
would  write  books,  or  that  the  City  editor 
would  write  articles,  if  he  knew  what  stocks 
were  going  to  rise  or  fall  on  the  morrow  ? 
He  would  not  be  such  a  fool.  He  would 
plunge  with  his  last  sixpence  ;  but  as  he  does 
not  know,  and  as  he  is  fully  aware  that 
something  abnormal  may  upset  his  nicest 
calculations,  he  argues, — 

"  I  know  the  awful  risks  of  speculation — 
that  what  looks  a  dead  certainty  to-night 
may  prove  a  dismal  failure  in  the  morning, 
and  that  if  I  act  upon  the  advice  I  give  in  my 
article  I  may  be  a  bankrupt  before  the  end  of 
the  month.  Here,  in  the  City  office  of  the 
Financial  Adviser  and  Advertiser,  I  am  fairly 
comfortable.  My  bread-and-butter  is  safe. 
I  get  a  commission  on  the  advertisements 
which  appear  on  my  page  ;  so,  on  the  whole, 
I  prefer  to  see  my  readers  take  the  risk  of 
either  making  or  breaking  themselves." 

And  this  is  the  humble  truth.  The  very 
fact  that  there  are  persons  who  write  City 
articles  should  convince  the  most  simple  of 
their  readers  that  the  snares  and  pitfalls  of 
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speculation  are  so  multitudinous  and  inscrut- 
able that,  to  a  man  who  values  his  rest  of  a 
night,  the  game  is  not  worth  the  candle.  If 
it  were,  the  City  editor,  it  stands  to  reason, 
would  not  write  articles.  He  would  at  once 
aspire  to  join,  by  easy  stages,  the  select  little 
coterie  of  millionaires,  into  whose  presence, 
hat  in  hand,  he  is  occasionally  ushered  by 
tall  men  in  magnificent  liveries.  Though  his 
articles  be  lively,  he  himself  is  humble  when 
in  the  presence  of  the  lucky  few  who  have 
staked  their  all  and  seated  themselves 
triumphantly  upon  the  top  of  a  column 
which  may  collapse  at  any  moment.  The 
City  editor,  as  he  glances  up,  feels  that  he 
ought  to  be  there,  that  his  soul  yearns  to  be 
there ;  but  he  dare  not  aspire  to  such  giddy 
heiofhts,  because  the  odds  are  ten  thousand 
to  one  that  he  will  never  arrive,  and  that  he 
will  ruin  himself  in  the  attempt.  Decidedly 
his  readers  should  remember  this  when  they 
read  his  articles.  We  know  what  happens 
when  the  blind  lead  the  blind  ;  but  a  guide 
with  his  eyes  wide  open  can  take  a  small 
ditch  with  ease  and  turn  back  when  he 
comes  to  a  river. 

When  a  City  editor  harps    too    much  on 
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honesty  I  cannot  help  thinking  that  the 
grapes  must  be  distinctly  sour ;  for  in  this 
world  things  seem  to  go  by  rule  of  contrary, 
and  the  man  who  openly  boasts  of  his  honesty 
is  generally  a  rogue  at  heart.  And  the  little 
imp  astride  the  column,  as  he  looks  down 
upon  the  financial  writer — how  he  must 
smile  ! 

A  certain  City  editor,  whose  salary  was 
about  ^500  a  year,  found  his  position  fairly 
lucrative.  From  time  to  time  he  wrote  little 
paragraphs  in  praise  of  different  mines  ;  and 
when  his  readers  came  in,  he  unloaded  his 
own  holdings  upon  them  through  a  broker. 
He  is  no  longer  a  City  editor,  but  is  now 
seated  upon  a  little  column  of  his  own.  And 
how  virulent  his  articles  were  when  dealing 
with  the  methods  of  certain  promoters  and 
brokers  !  Righteous  indignation,  somehow, 
seems  to  strike  a  false  note  in  finance.  It 
reminds  one  of  the  gentleman,  now  a  guest 
of  His  Majesty,  who  used  to  read  prayers  at 
his  office  before  starting  the  day's  work. 
The  person  who  advertises  his  honesty 
should  certainly  be  avoided.  Things,  more 
especially  things  abstract,  are  never  quite  as 
they  appear  in  the  prospectus. 
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The  large  papers,  we  know,  pick  their 
men  ;  and,  strange  to  say,  were  it  known 
that  a  City  editor  speculated  largely,  he  would 
probably  lose  his  berth.  They  choose  men  of 
recognised  integrity ;  and  though,  in  all 
businesses,  there  are  sure  to  be  a  few  who 
transgress,  the  great  majority  of  men  thus 
selected  are  certain  to  be  reliable.  Each  day 
facts  and  figures  are  given  to  the  readers, 
and  deductions  are  drawn  therefrom. 
Though  the  conclusions  are  not  necessarily 
correct,  they  are  generally  unbiased ;  and 
those  persons  who  are  interested  in  the 
markets  must  watch  them  day  by  day  to 
keep  in  touch  with  every  change,  so,  at 
least,  the  facts  and  figures  are  useful.  Were 
the  conclusions  always  accurate,  then,  as  I 
have  already  said,  the  City  editor  would  date 
his  letters  from  Park  Lane  or  straddle  a 
column  of  his  own. 

I  am  writing  early  in  October,  and,  at  the 
moment,  the  depositor's  opportunity  to  in- 
crease his  income  is  so  good  that,  even  if  the 
chain  of  events  which  brought  it  about  be 
broken  before  this  volume  appears,  he  will 
at  least  have  the  mortification  of  seeing  the 
golden  opportunity  he  has  let  slip  by,  and 
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how  greatly  it  would  have  been  to  his  ad- 
vantage had  he  studied  the  money  article 
in  his  newspaper, 

I  am  referring  to  the  abnormal  cheapness 
of  so-called  gilt-edged  securities  ;  and  I  say 
abnormal  because,  with  cheap  money  and 
declining  trade,  the  tendency  of  this  variety 
should  be  in  an  upward  direction.  Of 
course,  the  recent  large  issue  of  Consols  has 
increased  the  supply,  and,  consequently,  kept 
down  prices,  while  the  continuation  of  the 
war,  and  the  probability  of  a  further  issue, 
doubtless  prevents  an  immediate  rise  ;  though 
there  seems  small  doubt  that  the  cessation 
of  hostilities  would  produce  quite  a  little 
*'boom"  in  eilt-edcred  securities  —  more 
especially  in  Consols.  Now,  why  does  not 
the  depositor  take  advantage  of  this  state  of 
affairs  ? 

We  all  know  that  "When  loanable  capital 
is  cheap,  gilt-edged  securities  should  ad- 
vance." And  they  would  have  advanced  had 
not  the  "unexpected"  occurred.  ^60,000,000 
of  Consols  were  issued  during  the  first  half- 
year  of  1 90 1.  A  director  of  a  huge  bank, 
referring  to  this  event,  remarked, — 

"  Nor  had  the  issue  of  Consols  such  im- 
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mediate  effect  on  the  money  market  as  might 
have  been  expected  from  so  large  a  transac- 
tion ;  but  the  two  events  together  (the 
sensational  fluctuations  on  the  New  York 
Stock  Exchange)  had  left  a  decided  back- 
wash, which  had  shown  itself  ever  since  the 
turn  of  the  half-year  in  the  marked  fall  in  the 
value  of  gilt-edged  securities." 

We  hear  great  nonsense  each  half-year 
from  some  of  the  directors  of  our  banks,  but 
it  would  puzzle  any  one  of  them  to  make 
more  blunders  in  fewer  words.  The  issue 
in  question  did,  of  course,  have  an  immedi- 
ate effect  on  the  money  market,  though, 
apparently,  this  director  was  too  blind  to 
see  it. 

Trade  was  beginning  to  wane  during  the 
period  in  question.  Consequently,  in  the 
ordinary  course  of  events,  money  would  be 
transferred  therefrom  to  gilt-edged  securities, 
which,  with  an  increased  demand,  would  rise 
in  price.  But  ;^6o,ooo,ooo  of  Consols  are 
flung  on  the  market,  thereby  increasing  the 
supply,  and  we  have  seen  that  the  demand 
was  not  sufficiently  great  to  maintain  Consols 
at  their  old  figures.  They  fell,  and  other 
gilt-edged  securities   fell   in   sympathy  with 
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them.  Had  this  issue  been  made  durine 
the  early  part  of  1900,  when  trade  was  very 
active,  we  might  have  seen  the  premier 
security  at  under  90;  for  people  do  not  buy 
Consols  largely  when  huge  profits  are  being 
made  in  business.  As  it  is,  they  have  been 
as  low  as  91  this  year. 

It  seems  to  me  that  the  effect  on  the 
money  market  of  this  issue  was  both  imme- 
diate and  disastrous,  in  that  it  made  loanable 
capital  dear  just  at  the  very  moment  when 
producers  were  beginning  to  find  their  profits 
growing  less,  when,  in  the  ordinary  course 
of  events,  the  Bank  Rate  would  have  fallen 
much  lower,  and  so,  at  least,  have  eased  the 
tension  ;  whereas  the  Consols  in  question,  by 
absorbing  many  millions  from  the  market, 
made  the  boot  pinch  tighter.  The  market 
had  less  to  lend  just  at  the  very  moment 
when,  but  for  this  issue,  supplies  would  have 
been  plentiful  ;  consequently,  a  great  hard- 
ship has  been  imposed  upon  the  producer 
who,  indirectly,  has  paid  a  huge  war  tax 
through  the  disorganisation  of  the  money 
market  by  the  Government's  disbursements 
towards  an  ill-managed  war.  The  following 
table  tells  its  own  tale  : — 
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Bank  of  England  Minimum  Rates  of  Discount. 

1900. 
nth  January,  5  per  cent.  24th  May,  3!  per  cent. 

1 8th  January,  4^  per  cent.        14th  June,  3  per  cent. 
25th  January,  4  per  cent.  19th  July,  4  per  cent. 

1901. 
3rd  January,  5  per  cent.  21st  February,  4  per  cent. 

7  th  February,  4^  per  cent.        6th  June,  3I  per  cent. 
13th  June,  3  per  cent. 

In  November  1899  the  Bank  Rate  stood 
at  6  per  cent.  Trade  then  was  good,  and 
money  would  have  been  dear  under  normal 
conditions,  but  our  reverses  in  South  Africa 
undoubtedly  shook  the  confidence  of  the 
foreign  investor,  and  made  the  bank  anxious 
a  propos  of  its  reserve  ;  consequently,  but  for 
the  war,  we  should  never  have  seen  so  high 
an  official  minimum  as  6.  This  sense  of 
insecurity,  I  think,  influenced  the  rates 
during  1900,  and  made  loans  and  discounts 
dearer  for  the  customer  than  would  otherwise 
have  been  the  case. 

Now  we  come  to  1901.  The  new  loan 
was  issued  towards  the  end  of  April,  and 
the  ;^30,ooo,ooo  offered  to  the  public  was 
applied  for  some  eight  times  over,  no  less 
than  ^20,000,000,  it  was  said,  having  been 
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applied  for  from  America.  This  proved 
clearly  enough  that  money  was  plentiful, 
that  there  were  millions  of  pounds  in  the 
country  awaiting  a  favourable  opportunity 
for  investment ;  yet,  despite  slackening  trade, 
the  Bank  Rate  remained  at  4  until  the  6th 
June,  when  it  fell  to  2)i-  The  issue  was 
made  at  94,  and  Goschens  fell  sharply  on 
the  announcement. 

But  for  this  issue  and  the  war  we  should 
not  have  seen  the  high  bank  rates  which 
have  prevailed  during  the  current  year,  and 
at  the  moment  we  should  doubtless  have  had 
with  us  a  2^  or  even  a  2  per  cent,  official 
minimum  ;  and  yet  a  bank  chairman  declared 
the  issue  "had  no  such  immediate  effect  as 
might  have  been  expected."  We  can  see 
that  it  had,  and  can  only  wonder  at  his 
preposterous  statement. 

Seeing  that  the  trade  of  this  country  is 
conducted  largely  through  the  medium  of 
bills  of  exchange,  it  will  be  at  once  apparent 
that  the  customers  of  the  banks  have  suffered 
substantial  loss  through  the  war  and  the 
consequent  issue  of  Consols,  which  has 
supported  high  discount  rates  in  the  face 
of  falling  prices  and  declining  profits.    Their 
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customers,  but  for  this  upheaval,  would  cer- 
tainly have  had  the  satisfaction  of  paying  less 
for  their  loans  and  discounts,  whilst,  as  it  is, 
they  are  compelled  to  bear  the  entire  burden, 
to  make  less  profit  on  their  goods,  and  to  pay 
a  war  tax  on  their  bills  and  loans  into  the 
bargain.  How  extremely  unpleasant  is  the 
humble  truth,  and  how  unpopular  is  the 
person  who  assumes  to  dabble  in  it ! 

The  banks,  however,  have  not  escaped 
quite  scathless,  for  they  suffered  a  sharp 
temporary  diminution  in  the  value  of  their 
gilt-edged  securities  ;  still,  on  the  other 
hand,  their  loanable  capital  (deposits)  was 
subjected  to  an  unhealthy  inflation,  but  their 
customers  have  paid  them  back  their  losses 
many  times  over.  Indeed,  the  banks,  so  far, 
have  profited  by  the  war. 

Since  the  13th  June,  however,  the  Bank 
Rate  has  been  at  3  ;  and  a  3  per  cent,  official 
minimum,  together  with  declining  trade, 
seems  to  point  to  reduced  profits  for  the  half- 
year  ending  December  next.  All  eyes  are 
now  fixed  upon  South  Africa ;  and  one  does 
not  like  to  hint  that  it  will  take  many  years 
to  repair  the  ravages  of  war,  and  to  bring 
production  there  into  full  swing  again ;  but 
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it  will,  for  it  is  certainly  a  novel  idea  to  ex- 
pect that  an  army  of  occupation  will  prove  an 
incentive  to  trade — that  directly  the  war  is 
over  South  Africa  will  immediately  flourish 
like  a  green  bay  tree.  She  will  have  to  let 
her  wounds  heal  first ;  and  very  probably  we 
shall  have  to  pay  part  of  the  doctor's  bill 
with  more  Consols  early  in  1902.  Specu- 
lators might  do  worse  than  remember  this 
when  the  first  news  of  peace  sends  things 
South  African  booming-,  for  the  danger  of  a 
reaction  seems  not  inconsiderable.  The 
banks  have  had  their  harvest  from  the  war, 
and  it  is  now  a  question  whether  a  few  lean 
half-years  are  not  in  store  for  them. 

For  the  purposes  of  this  chapter  we  may 
divide  the  depositors  of  the  banks  into  two 
classes.  Firstly,  there  are  those  customers 
who,  at  certain  seasons  of  the  year,  find  their 
current  accounts  largely  in  credit,  and  wish- 
ing to  obtain  some  return  upon  their  balances, 
they  transfer  money  therefrom  to  deposit. 
But  this  transfer  is  of  a  purely  temporary 
nature,  and  in  a  few  weeks  or  months,  as  the 
case  may  be,  the  money  is  again  required 
for  trade  purposes,  when  the  interest  is  calcu- 
lated upon  the  receipt,  and  both  interest  and 
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principal  are  credited  to  the  current  account. 
Then,  again,  there  are  those  persons,  with 
money  on  deposit,  who  are  awaiting  the 
opportunity  of  investing  it  advantageously ; 
and  we  do  not  suppose  that  all  have  waited 
in  vain,  for  the  market  is  teeming  with  cheap 
and  desirable  investments. 

In  the  City,  though  there  are  probably 
more  careless  depositors  than  the  public 
imagines,  and  though  the  banks,  both  joint- 
stock  and  private,  doubtless  possess  huge 
sums  in  the  shape  of  unclaimed  deposits,  the 
tendency  certainly  is  to  deposit  temporarily 
with  them.  But  when  we  reach  the  suburbs, 
this  tendency,  if  it  does  not  disappear,  lessens 
considerably. 

One  is  an  atom  in  the  City — a  mere  atom 
whom  nobody  knows  and  for  whom  nobody 
cares ;  for  the  City  is  too  busy  to  trouble 
itself  about  individuals  except  quite  in  the 
abstract.  Dead,  is  he  ?  Then  bundle  him 
into  a  cart !  Living,  take  him  to  the  'orspital 
then,  and  don't  interrupt  the  traffic !  That 
is  how  the  City,  with  its  teeming  millions, 
regards  the  atom  who  either  does,  or  does 
not,  interrupt  the  traffic.  To  some  it  is  a  joy 
to  be  an  atom  in  a  great  city  ;  to  others  the 
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environment  is  most  painful — a  mere  ques- 
tion of  temperament. 

But  in  the  suburbs  one  becomes  more  of 
an  individual.  The  streets  actually  have 
their  idols,  human,  of  course  ;  and  the  City 
atom  is  metamorphosed  into  an  individual, 
at  least  in  one  street,  z/he  be  at  all  sociable ; 
consequently  the  bank-agent  knows  his  cus- 
tomers in  the  suburbs,  shakes  hands  with 
them  in  the  street,  inquires  how  they  are, 
and  cultivates  a  nice  "bank"  smile  for  the 
benefit  of  suburban  bigf-wio-s  who  are  an 
indefinite  something  in  the  City,  but  more 
especially  for  their  wives  in  the  suburbs. 
The  poor  man,  in  short,  has  to  make  himself 
popular.  He  must  often  find  his  situation 
an  extremely  trying  one,  for  Mrs  Suburban 
occasionally  gives  herself  great  airs. 

Undoubtedly,  in  suburbia,  the  banks  get 
some  nice  little  pickings  ;  and  their  customers 
should  remember  that  the  smiling  agent  has 
two  prices  for  his  goods,  and  that  it  is  pos- 
sible to  make  very  close  bargains  with 
him. 

In  the  country  one  is  an  individual.  The 
parson  says,  "  How  are  you  ?  Didn't  see  you 
at  church  last    Sunday.       Have  you   heard 
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about  poor  Mr  Stokes's  misfortune  ?  So 
sad  for  the  family."  The  curate  waves  his 
umbrella  to  you  from  the  other  side  of  the 
street ;  the  small  boy  touches  his  hat ;  and 
should  you  faint,  the  traffic  is  the  last  con- 
sideration of  the  little  crowd  that  collects 
round  you,  while  your  name  is  passed  from 
the  one  to  the  other  with  astonishing  fre- 
quency, the  attitude  of  the  crowd  being 
distinctly  sympathetic.  Even  the  police- 
man sighs.  Small  wonder,  then,  that  some 
folk  should  prefer  being  an  atom  to  an 
individual. 

Secondly,  and  this  class  is  much  more 
numerous  than  the  outsider  imagines,  there 
are  those  depositors  who  have  their  hun- 
dreds, and,  in  many  instances,  thousands  of 
pounds  with  the  banks  as  a  kind  of  invest- 
ment, without  troubling  to  take  advantage  of 
opportunities  like  the  present.  Now,  this 
class  of  depositor,  if  he  like,  can  at  the 
moment  invest  in  British  Government  Secu- 
rities which  will  yield  him  a  much  better 
return  than  the  banks'  deposit  rate,  and  it  is 
surprising  that  he  does  not  study  the  market 
with  greater  care.  The  following  list  will 
illustrate  my  contention  : — 


Gilt-Edged  Securities" 
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Of  course,  there  is  a  much  wider  field  to 
choose  from  than  the  Hst  here  given,  and, 
naturally,  the  banks  do  not  draw  the  atten- 
tion of  their  depositors  to  this  state  of  affairs  ; 
but  I  take  the  liberty  of  doing  so,  and  I  can 
hardly  conceive  that  some  will  not  follow  my 
advice,  for  surely  Consols  at,  say,  94  are 
much  more  desirable  than  il-  on  deposit  with 
a  banking  company  which  hardly  offers  the 
same  security  as  the  Government. 

Moreover,  the  advantage  does  not  rest 
here.  For  as  money  cheapens,  gilt-edged 
securities  are,  under  normal  conditions,  cer- 
tain to  rise,  whereas  the  deposit  rate  is 
bound  to  fall ;  consequently,  if  the  deposi- 
tor accepts  this  "tip,"  he  should  not  only 
increase  his  income,  but  he  should  also  add 

to  his  capital. 

c 
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We  have  seen  that,  during'  certain  years, 
the  depositor  can  invest  his  savings  much 
more  advantageously  in  gilt-edged  securities. 
During  periods  of  brisk  trade  and  rising 
prices  he  should  certainly  read  his  money 
article  carefully,  as  it  is  then  when  we  should 
expect  to  see  this  variety  of  securities  de- 
pressed ;  for  it  is  much  better,  even  though 
the  deposit  rate  is  sure  to  be  high  at  the 
time,  to  invest  in  securities  which  always 
pay  the  same  dividend  than  to  keep  one's 
money  at  a  bank  whose  rate  ranges  from 
say  4  per  cent  down  to  |  per  cent.,  and 
which  gives  one  no  security  whatsoever 
beyond  an  equal  claim  on  the  assets  of  the 
company  with  the  customers  and  upon  the 
uncalled  capital  for  which  the  members  are 
liable. 

For  instance,  the  average  Bank  Rate  from 
1895  to  1899,  both  years  inclusive,  was 
£2,  1 6s.  5d.  The  average  advertised  de- 
posit rate,  therefore,  would  have  been  i| 
below — to  wit,  £\,  6s.  5d.  Who,  in  the 
face  of  this  evidence,  would  not  rather  buy 
Consols  at  under  100? 

Finally,  we  arrive  at  the  probable  dura- 
tion of  the  depression  of  gilt-edged  securities 
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in  the  face  of  declining  trade ;  and  here  no 
definite  conclusion  can  be  made.  Peace, 
no  doubt,  would  give  them  a  lift,  but  a 
subsequent  issue  of  Consols  might  depress 
them  temporarily  again,  though  to  what 
extent  it  is  impossible  to  say.  The  deposi- 
tor, however,  should  certainly  take  advan- 
tage of  the  present  situation  if  he  be  able, 
and  he  should  watch  the  market  closely 
during  the  early  part  of  1902. 

The  small  depositor,  too,  might  remem- 
ber that  the  Post  Office  Savings  Bank 
allows  2|  per  cent.  ;  and  why  he  should  pre- 
fer the  bankers'  miserly  i^  is  a  mystery 
which  perhaps  he  alone  can  explain. 


CHAPTER    III 

LONDON      CUSTOMERS 

The  last  thing  one  would  expect  to  find 
in  the  network  of  streets  around  the  Bank 
is  that  abstract  attribute  so  closely  allied 
to  ignorance,  and  smilingly  called,  by  the 
experienced  and  superior,  innocence.  Can 
there  be  innocence  in  Throgmorton  Street, 
in  Old  Broad  Street,  in  Gracechurch  Street, 
and  in  Whitechapel  ?  Does  it  permeate  the 
Strand,  and  flow  thence,  by  innumerable 
channels,  into  Piccadilly,  Regent  Street, 
Oxford  Street,  until  it  empties  itself  into 
the  ponds  on   Hampstead  Heath  ? 

There  are  two  varieties  of  innocence — to 
wit.  City  innocence  and  provincial  innocence 
— and  that  holds  this  in  supreme  contempt, 
which  is  somewhat  astonishing  to  a  person 
who  is  acquainted  with  both  varieties.  There 
is  also  another  variety,  I  believe,  which  is 
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quaintly  called  damned  innocence,  and  that 
you  will  find  in  Lombard  Street  when  you 
call  upon  a  bank  manager  with  reference 
to  your  charges. 

This  is  an  age  of  specialisation  ;  conse- 
quently the  man  who  has  decided  to  enter 
a  certain  business  must  make  a  particular 
branch  of  it  his  own.  In  his  own  groove 
he  may  be  an  excellent  man,  but  take  him 
out  of  that  groove  and  he  instantly  loses 
his  habitual  decision,  because,  though  he  can 
tell  to  a  nicety  how  a  particular  spring 
works,  his  knowledge  of  the  machine  as  a 
whole  is  faulty. 

And  so  it  is  with  a  shrewd  man  of 
business.  He  knows  his  own  trade,  but 
he  has  only  hazy  ideas  about  the  business 
of  a  banker ;  and,  moreover,  many  of  those 
ideas  are  certain  to  be  wrong,  consequently 
he  wants  expert  opinion,  such  as  this  book 
supplies.  It  is  no  disgrace  to  his  intelli- 
gence that  he  is  not  acquainted  with  those 
things  which  are  outside  his  ordinary  work. 
Hence  the  innocence  on  banking-  matters  to 
which  I  have  alluded,  and  which  is  un- 
doubtedly prevalent  in  the  City. 

Specialisation  sheds   a    fierce   light   upon 
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one  little  division  of  a  subject,  but  the  rest, 
in  consequence,  is  robbed  of  its  fair  propor- 
tion ;  therefore  London  may  well  be  called 
the  city  of  outer  darkness,  for  each  man's 
attention  is  absorbed  in  his  own  narrow 
groove,  and,  moreover,  it  pays  him  better 
to  employ  his  energy  in  this  manner.  One 
can  stand  outside  and  form  a  more  or  less 
incorrect  conception  of  that  heterogeneous 
mass  called  London,  but  it  would  require 
a  master  mind  to  gather  all  the  strings  into 
his  hands,  and  recognising  the  impossi- 
bility of  the  task,  mere  men  become  speci- 
alists. In  this  manner  the  great  confess 
their  weakness  and  show  their  sense. 

A  banker  is  a  middleman,  who,  trading 
with  an  insignificant  capital  in  comparison 
with  his  heavy  liabilities,  brings  together 
lender  and  borrower,  but  his  credit  is  so 
good  that  lenders,  because  he  grants  them 
banking  facilities  and  performs  various  other 
little  services  for  them,  are  prepared  to 
entrust  him  with  millions  of  money  absolutely 
free  of  interest.  These  many  millions,  in 
so  far  as  their  owners  are  concerned,  are 
largely  employed  for  the  benefit  of  share- 
holders and  directors. 
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In  short,  the  policy  of  our  banks  is  a 
policy  of  grab,  at  which  the  middleman 
was  ever  an  adept.  They  borrow  from  the 
public  as  cheaply  as  possible,  allowing  some 
this  rate  and  some  that ;  and  they  lend  to 
their  customers  at  the  highest  rates  procur- 
able, charging  one  5,  another  4J-,  and  others 
3,  when  the  Bank  Rate  is  at,  say,  3  per  cent. 
By  this  means  huge  dividends  are  paid  upon 
a  small  paid-up  capital. 

Some  of  my  readers  may  be  surprised  to 
hear  that  competition  is  extremely  fierce 
between  bank  and  bank  in  London.  Branch 
banks,  during  the  last  fifteen  years,  have 
multiplied  exceedingly ;  and,  much  to  the 
disgust  of  certain  great  City  banks,  whose 
bank  manners  were  not  above  reproach  in 
their  early  youth,  touting  bank  managers 
have  made  their  appearance  within  a  stone's 
throw  of  the  disdainful  Old  Lady  in  Thread- 
needle  Street,  who  has  always  frowned  upon, 
as  she  considers  them,  the  new  companies. 

A  few  of  the  really  large  banks  are  en- 
deavouring to  make  a  stand  against  what 
they  quaintly  call  the  grasping  tendency 
now  being  displayed  by  the  better  informed 
among  their  customers,  and  they  are  losing 
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clients  through  it ;  consequently,  if  the  drain 
continues,  and  should  it  assume  more  seri- 
ous proportions,  they  will  have  to  either 
adopt  the  methods  of  their  rivals  or  to 
eno^ineer  a  corner  among"  themselves. 

Now,  the  banks  distrust  each  other,  as  is 
quite  natural  that  they  should,  seeing  how 
intimately  acquainted  they  are  with  the 
devious  tricks  of  the  trade ;  and  it  is  an 
edifying  spectacle  to  see  them  quarrelling 
over  their  rates  in  London,  while  to  hear 
a  manager  discussing  the  virtues  of  his 
rival  is  extremely  diverting,  especially 
when  one  remembers  that  the  remarks  are 
so  distinctly  applicable  to  the  speaker. 

During  the  last  two  years,  in  my  earnest 
endeavour  to  reduce  their  customers'  charges, 
I  have  come  into  touch  indirectly  with  most 
of  the  London  banks,  so  perhaps  now  they 
will  recognise  their  kind  friend ;  and  with 
one  or  two  exceptions,  a  little  pressure, 
I  am  charmed  to  record,  induced  them  to 
assume  a  most  conciliatory  and  pleasant 
attitude,  thereby  increasing  my  admiration 
of  their  *' banking"  discretion,  for  when 
they  proved  obstinate,  better  terms  were 
procured  elsewhere  quite  easily. 
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In  London,  as  we  all  know,  the  "loan 
system"  is  much  in  evidence.  It  would  be 
more  correct  to  say  "in  the  City";  for  as 
we  leave  the  sacred  precincts  of  the  bank, 
this  custom  gradually  merges  into  the  usual 
overdraft  on  current  account  with  the  cus- 
tomary commission  on  the  turnover,  which 
varies  from  J  per  cent,  to  a  merely  nominal 
one,  according  to  the  amount  of  resistance 
displayed  by  the  client. 

It  is  evident,  then,  that  a  bank  which 
adopts  the  loan  system  at  its  head  office 
in  Lombard  Street  or  in  Threadneedle 
Street,  may  be  advancing  on  current 
account  at  its  branch  offices  at,  say.  Char- 
ing Cross,  Oxford  Street,  Aldersgate  Street 
or  Whitechapel ;  and  in  many  instances  the 
ledgers  of  the  banks  would  show  a  curious 

o 

medley  of  the  two  systems,  according  to 
the  arrangement  made  by  the  customers 
with  the  bank  agent  when  they  settled  the 
advance.  If  nothing  be  said  concerning 
the  form  the  advance  is  to  take,  then  the 
manager  adopts  the  one  which  he  thinks 
will  prove  the  more  profitable  to  his  firm. 
We  have  first  to  consider  the  "  loan 
account"  system.     Here  the  advance  takes 
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the  form  of  a  loan.  Suppose  the  said  loan 
be  for  ^20,000.  The  bank  then  credits 
the  customer's  current  account  with  the 
said  sum,  and  debits  it  to  a  "loan  account" 
in  his  name  in  another  ledgfer. 

Now,  interest  is  calculated  upon  the  loan 
at,  we  will  assume,  4  per  cent ;  therefore, 
at  the  end  of  the  half-year,  the  customer's 
account,  roughly  speaking,  is  debited  with 
^400.  But  suppose,  during  the  half-year 
in  question,  that  his  current  account  was 
never  less  than  ;^  10,000  in  credit.  In  that 
case  he  has  paid  his  banker  ;^200  for  con- 
ducting his  account  during  the  half-year. 

Commission,  we  are  constantly  told,  is 
not  charged  in  the  City  ;  and  the  City  man 
smiles  in  that  superior  way  of  his,  confident 
that  only  the  provincial  can  be  "had"  by 
"those  bankers,"  when,  perhaps,  he  is 
paying  much  more  through  his  own  nose 
by  the  system  in  question.  "  A  rose,  by 
any  other  name,  would  smell  as  sweet," 
the  poet  sings.  So  evidently  think  the 
banks  who  call  it  "interest"  in  London. 
And  to  think  that  some  of  their  customers' 
sense  of  smell  is  so  defective. 

Did  the  banks  charge  commission  as  well 
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as  interest  on  these  "loan  accounts"  London 
banking  would  indeed  be  a  profitable  busi- 
ness. Now  we  have  to  search  for  a  remedy 
which  will  obviate  the  defect  in  question. 
There  are  two,  viz.  : — 

I.  When  the   current    account    is    largely 

in  credit,  the  customer  can  transfer 
sums  from  his  running  to  his  "loan" 
account,  thereby  reducing  its  balance, 
and,  consequently,  lessening  the 
"  interest "  otherwise  due  to  the 
banker.  Then,  when  his  current 
account  gets  low,  he  increases  his 
loan,  and  replenishes  his  drawing 
account  therefrom.  A  penny  stamp 
need  not  be  placed  upon  the  order 
to  the  banker. 

II.  He   can    demand    interest    upon    his 

daily  creditor  balances  at  the  same 
rate  as  the  loan.  By  this  means  he 
pays  interest  upon  the  exact  amount 
he  borrows ;  and  should  he  think 
that  the  banker  is  entitled  to  a 
small  commission,  he  can  arrange 
a  fair  one  ;  though  he  might  remem- 
ber that,  if  his  account  be  a  large 
one,  any  bank  in   London  would  be 
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ready  to  consider  it  were  he  to  give 
the  manager  a  call. 

The  first  suggestion  would  be  made  to 
him  by  the  manager  should  he  approach 
him  on  the  subject ;  therefore  we  may 
safely  conclude  that  of  the  two  evils,  from 
the  bank's  point  of  view,  the  former  is  the 
lesser.  The  nicest  people  are  not  in  the 
habit  of  making  suggestions  which  cut  into 
their  own  profits ;  and  the  nicest  bank 
manager  would  not  retain  his  berth  long 
were  he  to  give  disinterested  advice.  That 
privilege  has  been  reserved  for  me. 

He  reasons  that  the  customer  is  a  busy 
man,  who  cannot  be  continually  bothering 
to  transfer  sums  from  one  account  to  the 
other.  Just  at  first  he  will  be  remarkably 
keen  ;  but  by-and-by  he  will  become 
impatient,  and,  in  the  end,  he  will  cease 
to  trouble,  when  the  bank  reaps  the  advan- 
tage. A  wily  manager,  therefore,  dwells 
eloquently  upon  the  advantages  which  are 
to  be  derived  from  remedy  No.  I.,  which, 
he  explains,  is  fair  to  both  client  and 
banker.  Just  so !  I  have  been  told  much 
the  same  kind  of  thing  by  a  publisher. 

I  myself  strongly  recommend  preventative 
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No.  II.  to  my  readers.  The  customer  has 
no  bother ;  he  knows  exactly  what  he  is 
paying ;  and,  moreover,  in  this  instance, 
the  arrangement  is  "as  fair  to  the  cHent 
as  it  is  to  the  banker,"  whereas  in  the 
other  case  it  most  decidedly  is  not.  But 
the  mere  fact  of  an  interested  person 
making  such  a  suggestion  ought  to  con- 
vince one  to  the  contrary.  This  I  explained 
to  a  London  client  of  my  own  to  whom 
the  argument  was  advanced  by  the  manager, 
but  he  insisted  upon  the  equity  of  remedy 
No.  II.;  and  the  manager,  when  told  that 
the  account  would  be  removed  unless  he 
gave  way,  came  round  to  his  manner  of 
thinking.  The  process  of  reasoning  may 
not  have  been  perfect,  but  it  proved 
wonderfully  effective. 

We  next  arrive  at  the  "  overdraft "  system. 
Here  the  customer  arranges  through  the 
manager  for  an  advance  of,  say,  ^5000,  and 
deposits  his  securities.  He  may  overdraw 
his  account  to  the  extent  of  ;!f  5000,  which  is 
called  his  "  limit "  ;  and  if  he  issues  cheques, 
which,  when  presented,  would,  if  paid,  over- 
draw the  account  beyond  the  said  amount, 
the  manager  dishonours  them.    The  balances 
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are  extended  daily ;  so  if,  at  the  end  of  the 
day,  the  account  be  overdrawn  ^2000,  he  is 
charged  interest  thereupon,  and  not  upon  the 
^5000,  as  would  have  been  the  case  had  he 
opened  a  "loan"  account.  The  customer, 
then,  by  this  system,  only  pays  interest  upon 
the  exact  sum  he  borrows,  and  the  arrange- 
ment could  not  be  fairer. 

The  bank,  however,  charges  commission 
upon  the  turnover,  when  it  can  get  it,  with 
this  variety  of  account ;  and  as  both  interest 
and  commission  are  lumped  together,  and 
debited  in  the  pass-book  as  "  Charges,  so 
much,"  the  client,  unless  he  be  up  to  their 
queer  little  customs,  does  not  really  know 
what  he  is  paying.  Of  course,  he  should 
check  his  charges  most  carefully,  and  insist 
upon  knowing  the  exact  rates  of  both  interest 
and  commission,  so  that  he  can  make  the 
necessary  calculations.  Many  banks  make 
up  their  "  charges  "  in  such  a  manner  that  it 
is  impossible  for  the  client  to  verify  them  un- 
less he  first  ask  the  manager  for  a  more 
detailed  statement ;  and  it  need  hardly  be 
said  that  those  companies  which  encourage 
such  a  system  can  only  have  one  objective. 
If  your  charges  be  entered  in  your  bank-book 
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in  this  fashion,  then  you  will  be  well  advised 
to  check  them  most  carefully,  for  very 
possibly  you  will  make  some  most  interest- 
ing little  discoveries. 

With  reference  to  the  rates  of  commission, 
it  is  a  question  of  bargaining.  Very  possibly, 
if  the  account  be  largely  overdrawn,  and  the 
bank  well  secured,  the  manager  will  charge 
no  commission  whatsoever  ;  and  if  he  refuse, 
there  are  a  dozen  powerful  London  banks 
that  will  accede  to  your  request. 

Nor  need  the  customer  who  has  only  a 
small  overdraft  despair.  He  can  take  his 
securities  to  the  cheapest  market  ;  and  if  he 
decide  to  do  so,  he  will  find  that  there  are 
plenty  of  banks  which  will  work  a  small  over- 
drawn account  free  in  London — free,  that  is 
to  say,  of  commission. 

The  rate  of  interest,  again,  is  of  paramount 
importance  to  the  borrower,  who  naturally 
wishes  to  know,  taking  into  consideration 
the  nature  of  his  account  and  securities 
deposited,  the  lowest  quotation  he  can  obtain 
from  a  banker  ;  for  every  penny  he  pays  in 
the  shape  of  interest  appears  on  the  wrong 
side  of  his  profit-and-loss  account  when  he 
makes  up  his  books,  and  it  takes  a  deal  of 


48         A  Bee  among  the  Bankers 

profit  to  wipe  out  heavy  interest  charges, 
which  seriously  handicap  a  business,  and 
sometimes  even  ruin  the  proprietor,  who 
cannot,  therefore,  be  too  eager  to  get  the 
lowest  rates. 

The  London  banks  profess  to  charge  i  per 
cent,  above  the  Bank  of  England's  published 
rate  of  discount ;  but  it  is  an  easy  matter 
to  reduce  this  to  |  above,  or  to  Bank  Rate 
itself,  and,  under  circumstances  which  will 
be  explained  later,  to  obtain  better  terms  still. 

Upon  a  well-covered  loan  or  advance  the 
followinor  arrangement  is  often  made  : — 

"  Bank  Rate,  with  a  minimum  of  3  or  3I, 
and  a  maximum  rate  of  5." 
Should  the  official  minimum,  under  this 
arrangement,  be  at  2,  2|  or  3,  then  your 
banker  charges  you  3  or  3^.  When  it  stands 
above  3  or  31  he  charges  you  the  same  rate, 
but  he  never  exceeds  the  agreed  maximum, 
5  ;  so  should  the  Bank  Rate  go  to  5I  or  6, 
you  still  pay  5  per  cent,  on  your  loan.  Of 
course,  if  your  advance  be  arranged  on  the 
"  overdraft "  system,  you  will  take  care  not 
to  pay  any  commission  on  your  turnover,  and 
that  no  ''charges"  are  lumped  in  with  your 
interest. 
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It  may  happen  that  your  security  is  not 
tangible,  that,  in  other  words,  it  could  not  be 
sold  on  the  Stock  Exchange  at  a  moment's 
notice  ;  or,  perhaps,  it  consists  of  houses  and 
land  which,  were  a  sale  forced,  could  only  be 
disposed  of  "at  a  price."  Again,  you  may 
deposit  with  your  banker  some  tangible 
securities,  together  with  a  certain  proportion 
of  deeds  of  house  property,  etc. 

What  I  am  most  anxious  to  impress  upon 
the  reader  is  that  he  has  a  "  free  market"  to 
which  to  take  his  goods.  It  is  impossible 
for  me  to  say  what  his  banker  will  charge, 
unless  I  know  the  name  of  that  banker  ;  but 
one  does  know  about  what  rates  he  can 
obtain  from  certain  large  banks  in  London. 

If  a  customer  does  a  very  large  business, 
and  his  account  is  a  most  desirable  one  to 
keep  on  the  books,  his  banker  will  meet  him 
much  more  readily  than  he  wou.d  a  small 
man,  even  though  the  securities  he  possesses 
are  not  quite  of  the  best  from  a  banker's 
standpoint.  Such  a  man,  without  much 
trouble,  can  make  the  arrangement  above 
ofiven  :  and  if  he  be  determined  to  reduce 
his  interest  to  the  lowest  possible  figures  he 
may  possibly  do  even  better. 
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He  first  interviews  the  manager  of  the 
company  where  he  keeps  his  account,  and 
obtains  from  him  the  lowest  rates  at  which 
his  directors  will  make  the  advance  or  loan. 
The  manager  will  not  tell  him  there  and 
then,  but  in  the  course  of  a  few  days  he 
hears  what  "  my  directors  "  are  prepared  to 
do,  and  as  he  reads — he  smiles. 

He  next  selects  four  or  five  likely  banks, 
and,  pass-book  in  hand,  calls  upon  the 
various  managers  when  he  has  half-an-hour 
to  spare.  Here,  again,  each  tells  him,  two 
or  three  days  after  his  visit,  just  what  **  my 
directors"  will  do  for  him.  He  is  not  in  a 
hurry.  He  has  called  here  one  day,  there 
that,  and  by-and-by  he  finds  himself  the 
possessor  of  five  most  interesting  letters, 
which,  upon  a  particular  evening,  he  reads  in 
his  study  at  home. 

This  one,  he  thinks,  will  go  a  little  lower  ; 
so  on  the  morrow  he  writes  to  the  manager, 
and,  in  a  day  or  so,  perhaps,  hears  that  "  my 
directors "  are  willing.  Not  wishing,  for 
certain  sentimental  reasons,  to  leave  his  own 
bank,  he  calls  on  the  manager,  tells  him 
exactly  what  terms  he  can  get  elsewhere, 
politely  intimates  that  during  his  stay  upon 
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this  earth  it  is  his  firm  intention  to  buy  in 
the  cheapest  market,  and  suggests  that  "  my 
directors"  may  possibly  come  down  a  Httle. 

"  I'll  try  them,"  says  the  gentleman  in  the 
"  official  "  arm-chair. 

"Do,"  returns  the  client,  "they're  human." 

"  Most,"  aofrees  the  manaoer. 

"Then  they'll  be  reasonable,"  suggests 
the  customer,  drily.  "  Human  people  always 
are.  It's  only  your  sentimental  director  who 
flings  away  the  half  loaf  for  the  benefit  of 
a  rival  baker.     Good  morning  !  " 

Presently  the  client  hears  the  final  deci- 
sion of  "  my  directors,"  when  he  considers 
whether  or  not  he  will  accept  their  offer.  If 
it  be  very  near  to  the  offer  made  by  that  of  the 
rival  he  intended  considering  seriously,  he 
remains,  and  should  the  difference  in  price 
be  appreciable,  he  naturally  removes  his 
account. 

I  can  further  illustrate  this  phase  by  the 
experience  of  a  client  of  my  own.  His 
securities  were  partly  tangible  and  partly  in 
house  property,  and  the  "loan"  against 
them  was  for  ^12,000.  His  bank  charged 
him  I  per  cent,  above  Bank  Rate,  with  a 
tninimum  of  4  per  cent,  so  he  paid  5 J  and  6^ 
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per  cent,  on  the  "loan"  when  high  rates 
were  prevalent  during  the  latter  part  of  '99. 

He  wrote  me  on  the  subject  about  July 
1900,  and  at  our  interview  I  suggested  two 
or  three  banks  in  London  which  would  prob- 
ably grant  him  the  accommodation  at  a  lower 
rate  of  interest.  In  the  end  he  obtained  an 
"overdraft"  for  the  same  figures  at  the  fol- 
lowing rates : — 

"  Bank  Rate,  with  a  minimum  of  32  per 
cent,  and  a  maximum  of  5." 

His  own  banker,  in  this  instance,  refused 
to  meet  him,  so  he  transferred  his  account 
elsewhere.  Both  banking  companies  are 
within  five  minutes'  walk  of  the  Bank  of 
England.  His  account  was  a  large  one,  the 
turnover  for  the  half-year  being  over 
/^yo,coo,  and  the  bank  to  which  he  trans- 
ferred it  agreed  to  work  the  account  abso- 
lutely free  of  commission.  The  interest  was 
calculated  on  the  daily  debtor  balances. 

I  next  come  to  mixed  accounts.  By  mixed 
I  mean  those  accounts  which  are  at  certain 
seasons  largely  in  credit,  and  at  other  times 
perhaps  somewhat  heavily  overdrawn.  The 
banker,  unless  a  special  arrangement  be 
made   with    him,    has   a   peculiar    habit    of 
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totally  ignoring  the  large  creditor  balances, 
though  he  is  careful  to  charge  ^  or  i  per 
cent,  above  Bank  Rate  upon  the  debtor  ones 
of  an  easy-going  customer,  while  he  some- 
times debits  a  small  nominal  commission  into 
the  bargain. 

Of  course,  this  is  extremely  pleasant  for 
the  members  and  directors ;  but  the  cus- 
tomer, after  all,  has  only  himself  to  blame, 
and  should  see  that  if,  at  times,  his  account 
is  largely  in  credit,  the  manager  makes  him 
some  allowance.  If  he  decline,  others  of  his 
banking  kind  will  be  most  pleased  to  discuss 
the  situation  with  the  client.  The  Old  Lady 
in  Threadneedle  Street  mio-ht  not  receive 
him  very  graciously,  but  her  excepted, 
his  banking  welcome  would  be  of  the 
heartiest  —  cordial  even  —  from  Lombard 
Street  down  to  the  bottom  of  the  Strand. 

Now,  take  a  customer's  account  which  is 
always  in  credit,  the  daily  balances  some- 
times touching  ^20,000  when  he  is  collecting 
his  debts,  and  receding  to,  say,  ^5000  at 
that  season  of  the  year  when  he  pays  out 
largely.  The  annual  turnover,  we  will 
assume,  is  ;^  160,000,  and  the  banker  works 
the  account  free. 
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But  in  these  competitive  days  the  client 
should  demand  interest  thereupon,  for  it  is 
evident  that  the  banker,  by  employing-  the 
average  balance  in  his  own  business,  is  mak- 
ing considerably  more  interest  than  that  to 
which  he  is  entided  for  the  free  working  of 
the  account.  The  customer,  therefore, 
should  approach  the  manager  and  ask  him 
the  minimum  daily  balance  for  which  he 
will  work  his  account  free  of  charge. 

The  agent,  seeing  that  he  is  in  earnest, 
says  ^looo.  To  this  the  client  agrees, 
stipulating  that  he  be  allowed  ij  per  cent, 
below  Bank  Rate  upon  all  money  in  excess  of 
the  said  ^looo.  Assuming  that  his  average 
daily  balance  works  out  at  ^10,000  for  the 
year,  then,  broadly  speaking,  the  banker 
allows  him  i^  below  Bank  Rate  upon  ^9000  ; 
and  if  the  official  minimum  showed  an 
average  for  the  year  of  about  3^-  per  cent, 
the  client's  account  would  be  credited  with 
something  like  ^180  during  the  year.  Of 
course,  this  calculation  is  a  rough  one. 

This  arrangement  seems  fair  to  both 
banker  and  client  alike,  for  the  banker 
would  earn,  say,  during  the  year  in  question, 
^30  upon  the  balance  of  ^1000  ;  and    he 
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would  also  have  a  margin  of  i|-  between 
the  interest  he  allowed  his  client  and  the 
Bank  of  England  rate  of  discount.  Seeing 
that  he  advances  at  J  and  i  per  cent,  above 
Bank  Rate,  according  to  the  business  experi- 
ence of  the  customer,  it  appears  that  such 
an  account  should  pay  him  extremely  well. 

But,  it  will  be  said,  London  bankers  do 
not  allow  interest  upon  creditor  current- 
account  balances.  Do  they  not  ?  The 
following  experience  of  a  client  of  my  own 
may  prove  instructive  upon  that  point : — 

His  account  was  very  similar  to  the  one 
described  above,  and  he  banked  with  one  of 
the  most  powerful  of  the  London  and 
provincial  banking  companies  at  a  branch 
bank  within  eio-ht  minutes'  walk  of  Lombard 
Street.  The  bank  in  question,  after  some 
little  hesitation,  agreed  to  work  the  account 
free  on  an  average  creditor  balance  of  ^2000 
being  kept,  the  customer  to  receive  deposit 
rate  on  every  pound  above  the  said  ^2000. 

I  advised  him  to  visit  other  managers,  and 
he  did.  One  or  two  declined  to  consider  the 
account  on  this  basis,  saying  that  they  did 
not  allow  interest  upon  current  -  account 
balances,     but     only     on     deposit    receipt. 
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Others  were  quite  ready  to  entertain  his 
proposal,  and  one  offered  to  work  the 
account  free  for  an  average  balance  of 
;^500,  and  to  allow  deposit  rate  on  every 
pound  beyond.  This  offer  was  accepted, 
and  both  the  bank  he  left  and  the  one  to 
which  the  account  was  transferred  are 
"  clearing  "  institutions. 

Personally,  I  was  astonished — and  I  dare- 
say that  some  of  my  readers  will  be — for 
the  difference  is  striking.  It  only  remains 
to  be  said  that  the  account  was  a  large  one, 
and  well  worth  having  on  the  books  of  a 
bank. 

A  purely  London  bank,  I  know,  which  is  a 
member  of  the  Clearing  House,  arranged 
with  a  client,  whose  annual  turnover  is  about 
;!^200,ooo,  that  he  should  keep  a  balance  of 
;^2000  in  order  that  his  account  be  worked 
free.  Upon  his  mentioning  the  fact  to  me 
I  related  to  him  the  above  story,  and  at  his 
request  I  gave  him  the  name  of  the  bank, 
when  he  somewhat  forcibly  remarked  that 
he  meant  to  have  a  something  try  there 
himself. 

A  really  large  firm,  which  borrows  to  the 
extent  of  ^300,000  or  ;^40o,ooo  at  certain 
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periods,  would  experience  very  little  difficulty 
in  getting  fine  rates  ;  and  large  Corporations 
not  only  make  very  close  bargains  with  the 
banks,  but  in  some  instances  they  demand 
security  from  them.  Further,  certain  Public 
Bodies  have  actually  invited  them  to  tender 
for  their  accounts  ;  and  if  one  or  two  refused 
the  invitation,  many  responded,  whilst,  in  the 
provinces,  to  my  knowledge,  a  deputation 
from  a  particular  Town  Council  called  upon 
most  of  the  bank  managers  in  the  place  and 
accepted  the  lowest  offer  made  to  them. 

Why  do  not  the  Railway  Companies 
begin  ?  Surely  the  account  of  a  large  rail- 
way, did  its  directors  decide  to  reduce  its 
bankers'  charges,  would  be  eagerly  sought 
after  by  the  banks,  who  would  positively 
jump  over  each  other  in  their  anxiety  to 
secure  so  desirable  a  prize.  Lombard  Street 
itself  would  be  in  a  ferment,  and  bank 
directors,  hat  in  hand,  would  be  besieging 
the  secretary's  office  with  tenders.  Banking 
dignity,  at  so  supreme  a  moment,  would  be 
lightly  brushed  aside,  and  directors,  in  their 
haste  to  be  first,  might  even  forget  their  hats 
— and  the  minute  calculations  that  would  be 
made  by  general  managers  for  the  considera- 
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tion  of  their  Boards !  Can't  we  do  it  a  little 
cheaper  ?  Can't  we  do  it  a  little  cheaper  ? 
Yes  ;  a  large  railway  company  really  ought 
to  put  its  account  up  to  auction  in  Lombard 
Street,  and  thereby  save  its  members 
hundreds   of  pounds. 

My  readers  will  see  at  once  that  they 
must  bargain  with  their  banker  if  they  want 
good  terms.  The  proverbial  old  lady,  we 
know,  likes  to  be  robbed.  Indeed,  it  is 
possible  that  she  would  not  be  quite  happy 
unless  she  were,  so  she  may  be  left  to  hand 
over  her  balance  of  ;^  10,000,  free  of  interest, 
to  the  polite  agent,  in  exchange  for  one  of 
his  nice  "bank"  smiles.  For  she  is  so 
extremely  garrulous,  even  troublesome  at 
times,  that  there  is  no  occasion  to  envy  the 
poor  man  as  he  gaily  sallies  forth  from 
behind  the  counter  to  bow  his  head  and  do 
her  banking  homage — and  to  smile!  smile! 
smile ! 

What  I  am  anxious  to  emphasise,  whether 
the  account  be  debtor  or  creditor,  is  that  the 
man  who  can  bargain  best  gets  the  most 
favourable  terms;  and  I  have  not  the 
slightest  doubt  that,  if  my  readers  will  do 
as    I    suggest,    they    will    save    themselves 
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from  ^5  to  ;i^500  per  annum,  according  to 
the  magnitude  of  the  account. 

Finally,  we  come  to  the  suburbs.  In 
London  competition  is  decidedly  fierce,  even 
in  the  heart  of  the  City,  and  the  further  we 
roam  from  the  Old  Lady  in  Threadneedle 
Street,  the  fiercer  it  becomes,  until,  arriving 
in  the  suburbs,  circulars  appear  on  our  break- 
fast-tables, and,  if  we  be  rich,  smiling  agents 
walk  right  up  to  our  door-bells  and  ring 
them  ;  for  the  good  men's  respect  for  wealth 
overcomes  their  banking  modesty,  and,  also, 
that  other  attribute  which  they  quaintly  call 
their  "professional"  pride. 

When  a  small  tradesman  opens  a  shop 
they  call  upon  him,  just  as  they  do  in  the 
provinces,  and  he  should  endeavour  to  make 
special  terms  with  them.  I  can  give  an  il- 
lustration of  this.  Some  few  months  ago  I 
bought  a  few  articles  in  a  shop — a  suburban 
shop — and  wishing  to  find  out  a  little  about 
the  banks,  I  made  inquiries  there.  The 
owner,  it  transpired,  paid  i  commission  on 
his  turnover  ;  so  I  told  him  that,  if  he  raised 
an  objection,  he  would  probably  find  that 
the  bank  would  work  his  account  free.  He 
thanked  me  and  expressed  his  doubt. 
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"  To  you,''  he  said  to  me,  when  I  pur- 
chased an  article  some  few  weeks  later,  "  the 
price  is  three-and-six." 

His  kind  manner  quite  startled  me.  I  am 
terribly  suspicious  of  kindness  in  any  form — 
a  relation  did  me  one  once.  Then,  again, 
the  "  you  "  was  pronounced  in  so  friendly  a 
manner  that  it  made  me  nervous  and  appre- 
hensive. 

"  Did  I  leave  my  change  behind  last 
time  ? "  I  inquired,  thinking  that  he  might 
have  developed  a  conscience  in  the  interval. 

"  They  did  it,"  he  explained. 

**  Who  ? "  I  wanted  to  know. 

"  The  Bank,"  he  replied. 

Then  his  extraordinary  demonstration  of 
good-will  was  intelligible  to  me,  and  I  did 
not  neglect  to  inquire  further  into  the  source 
whence  it  sprang,  when  it  transpired  that  the 
manager,  after  offering  to  reduce  his  commis- 
sion rate  to  tV,  finally  consented  to  work  his 
account  free.  He  generally  had  a  balance 
of  about  ;^8o  to  ^loo  he  said,  and  his  turn- 
over was  something  like  ;^iooo  each  half- 
year,  so  he  saved  himself  about  £2^  los. 
per  annum. 

Suburban  banking,  with  the  exception  of 
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the  deposit  rate  being  ii  below  Bank  Rate, 
is  practically  the  same  as  country  banking, 
which  will  be  discussed  in  a  following 
chapter.  The  banks  cluster  thickly  in  the 
suburbs  ;  each  is  the  rival  of  the  other,  and 
the  customer  whose  account  is  worth  having 
will,  if  he  wish  to  obtain  lowest  terms,  find 
that,  by  adopting  the  tactics  mentioned  in 
this  volume,  they  are  easily  procurable.  The 
manager  will,  when  he  tackles  him,  recom- 
mend  this,  that  and  the  other,  for  many  years 
behind  a  bank  counter  have  rendered  him 
automatically  perfect  in  the  tricks  of  his 
trade  ;  and  he  will  bring  forth  one  sugges- 
tion after  another  with  a  glibness  that  may 
puzzle  a  "  grasping "  client,  who,  however, 
should  stick  to  his  guns  and  let  him  see 
that  he  is  dealing  with  a  man  who  knows 
every  trick  under  the  table. 

When  the  agent  declines  to  reduce  either 
his  commission  or  his  interest,  or  to  make 
an  allowance  upon  his  creditor  balances,  he 
should  smile  benignly  upon  him,  gently  re- 
mind him  that  the  bank  a  few  yards 
down  the  street  is  both  convenient  and  ac- 
cessible, and  give  him  to  understand  mildly, 
but   with   some    firmness,    that    he    intends 
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taking  a  walking  tour  among  the  banks  of 
the  district.  So  ominous  a  threat  should 
bring  him  to  reason,  for  it  would  occur  to 
him  that,  after  so  interesting  and  instructive 
a  little  suburban  banking  tour,  the  customer 
might  return  with  his  appetite  considerably 
stimulated,  and  with  a  capacity  for  grab 
excelled  only  by  that  of  his  own  directors. 

A  banker  obviously  makes  the  major  part 
of  his  profit  on  loans,  advances,  and  bills 
discounted.  In  other  words,  this  is  the  most 
profitable  part  of  his  business  ;  consequently, 
he  is  always  eager  to  consider  a  well-secured 
advance,  for  though  his  own  working  re- 
sources are  limited,  and  the  demand  for 
loans  is  greatly  in  excess  of  the  supply,  I 
venture  to  assert  that  loans,  covered  by 
tangible  securities,  are  very  far  from  being 
a  drug  on  the  market,  and  that  the  fortunate 
possessor  of  such  securities  can,  broadly 
speaking,  choose  his  own  banker  and  make 
his  own  terms. 

Of  course  I  am  not  referring  to  our  friends 
the  speculative  builders,  whose  wants  are 
usually  supplied  by  the  Building  Societies, 
or  to  the  small  tradesman  who  tries  to  bor- 
row upon  indifferent  security.      The  banks 
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want  reasonably  safe  business,  and  have  no 
place  in  their  system  for  either,  therefore 
the  small  man  has  to  struggle  on  as  best  he 
can,  or  to  accept  those  terms  which  any 
bank  may  dictate  to  him  ;  for  his  making 
the  little  tour  suggested  in  these  pages  could 
only  have  one  result,  and  that  failure.  His 
soul  would  be  sad  and  his  heart  sick  before 
he  had  covered  one  street  either  in  the  sub- 
urbs or  in  the  provinces,  and  the  result 
would  be  severe  depression,  not  stimulation, 
when,  footsore  and  weary,  he  returned  home 
to  the  wife  of  his  bosom,  or  called  to  his  aid 
the  glass  that  cheers.  But  this  question  will 
be  discussed  more  fully  in  a  later  chapter. 

There  is  perhaps  one  other  little  custom 
which  calls  for  attention  in  this  chapter,  and 
that  is  the  fact  that  some  London  banks  do 
not  credit  the  account  with  country  cheques 
until  two  clear  days  have  elapsed — that  is  to 
say,  until  they  are  "cleared."  The  client, 
when  he  wishes  to  draw  against  these  cheques 
at  once,  makes  an  arrangement  to  that  effect 
with  his  banker,  and  he  should  decline  to 
pay  interest  for  the  privilege. 

Agfain,  commission  is  deducted  from  all 
Scotch  and  Irish  cheques.     This  custom  is 
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simply  iniquitous,  for  the  English  companies 
help  the  Scotch  and  Irish  banks  to  fleece 
their  own  customers,  and  then  share  in  the 
plunder  with  them.  The  same  thing  occurs 
in  the  provinces.  Indeed,  the  banks  grab  a 
commission  wherever  they  see  an  oppor- 
tunity ;  consequently,  the  customer  cannot 
examine  his  pass-book  and  check  his  charges 
too  carefully. 

Finally,  we  know  that  the  banks  advance 
large  sums  to  members  of  the  Stock  Ex- 
change, who,  in  their  turn,  assist  their  own 
clients;  and  here,  again,  care  should  be  taken 
that  the  finest  quotations  are  obtained. 

Advances,  too,  are  made  against  bills  of 
lading  and  like  documents.  As  a  rule,  the 
banks  require  a  margin  of  about  25  per 
cent.  ;  and  a  customer,  whose  credit  is  good, 
generally  pays,  say,  i  above  Bank  Rate,  with 
a  minimum  of  32,  though  very  probably  were 
he  to  bring  pressure  to  bear  a  lower  rate 
would  be  quoted,  and  failing  that,  a  little 
banking  tour  might  produce  the  desired 
result. 


CHAPTER    IV 

DISCOUNTING   IN    LONDON   AND   THE   PROVINCES 

Many  customers,  both  in  London  and  in  the 
provinces,  were  they  thoroughly  acquainted 
with  the  discount  market,  would  find  them- 
selves in  a  position  to  save  considerable 
sums,  which  now  find  their  way  to  the 
creditor  side  of  the  profit-and-loss  accounts 
of  the  banks.  It  is  therefore  my  intention 
to  enter  somewhat  fully  into  the  intricacies 
of  discounting,  and  when  the  facts  are 
plainly  stated,  what  once  appeared  a  hope- 
less tangle  will  seem  a  very  simple  business, 
for  it  must  be  remembered  that  mystery  pays 
the  banks,  that  they  fatten  upon  it  as  do  a 
few  fortunate  writers  of  fiction. 

Each  day  the  market  rates  of  discount  are 
given  in  the  papers ;  and,  presently,  we  shall 
have  to  consider  how  those    rates   are  ob- 
e  65 
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tained,  but,  for  the  moment,  we  will  take 
them  as  we  find  them.  First  we  get  "bank 
bills,"  which,  in  the  balance-sheets  of  the 
banks,  are  called  "  acceptances,"  and  consist 
of  short  drafts  of  country  bankers  upon  their 
London  agents,  bills  accepted  or  endorsed 
by  the  banks  for  their  customers  here  and 
abroad,  acceptances  for  foreign  and  colonial 
banking  companies.  These  bills  are  largely 
in  the  hands  of  the  bill-brokers,  who,  seeing 
that  they  are  guaranteed  by  the  banks, 
discount  them  at  very  low  rates. 

We  next  get  "fine  trade  bills,"  and  it  is 
this  variety  which  will  prove  of  interest  to 
my  readers.  These  bills  are  either  accepted 
or  endorsed  by  well-known  firms  whose 
credit  is  so  good  that,  so  far  as  things  are 
certain  upon  this  little  island,  bill-brokers 
and  bankers  are  confident  that  they  will  be 
paid  at  maturity  ;  consequendy,  the  thought 
of  loss  connected  therewith  does  not  enter 
into  their  calculations,  and  such  bills  are 
discounted  solely  in  accordance  with  the 
value  of  money  at  the  time. 

To-day  is  Wednesday,  October  23rd;  the 
Bank  Rate  is  at  3,  and  the  condition  of  the 
market  is  such  as  to  make  it  fairly  effective, 
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The  following  list  is  taken  from   a  leading 
morning  paper  : — 

3  months'  fine  trade  bills,  2^  to  3 

4  ?>  "         "         >>       3      3»    05^ 
6  -21        ^i 

Now,  the  customer  wants  to  know  if  he 
can  get  better  terms  than  the  above,  and  if  his 
own  credit  be  good  I  have  not  the  slightest 
hesitation  in  assuring  him  that  he  can.  Com- 
petition for  really  good  paper  is  as  keen  as 
that  for  well-secured  advances,  and  the  cus- 
tomer, when  discounting  undoubted  bills, 
should  see  that  he  gets  special  rates,  for 
some  banks  charge  one  client  this  rate  and 
another  that,  according  to  their  belief  in  his 
gullibility. 

A  large  customer,  whose  account  is  worth 
keeping,  will  experience  little  difficulty  in 
reducing  his  discount  rate  ;  but  if  he  do,  then 
a  little  banking  tour,  as  suggested  in  the 
previous  chapter,  will  soon  open  his  eyes  to 
the  real  state  of  affairs.  For  instance,  take 
the  rates  given  in  the  above-mentioned  table. 
A  large  client,  were  he  determined,  could 
probably  reduce  his  discount  rate  on  the 
three  months'  bills  to  2J,  on  the  four  months' 
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to  2f,  and  on  the  six  months'  bills  to  3. 
He  might  do  even  better  were  he  to  show 
a  very  firm  front. 

Then,  it  will  be  said,  the  rates  in  the 
papers  are  not  quite  reliable,  or,  at  least,  not 
quite  the  lowest ;  and  that  is  precisely  so, 
for  the  bank  managers,  when  the  City  editors 
call  upon  them,  would  hardly  give  those 
gentlemen  their  special  rates  to  advertise  in 
the  columns  of  their  papers.  Were  they  to 
do  so,  their  profits  would  fall  away  consider- 
ably, because,  on  the  morrow,  many  of  their 
clients  would  pay  them  a  visit  and  request 
that  their  names  be  added  to  those  of  the 
privileged  few. 

The  banks  advertise  largely ;  and,  natur- 
ally, business  men  do  not  go  out  of  their  way 
to  offend  advertisers.  Papers  are  not  run  on 
a  philanthropic  basis.  They  are  printed,  like 
this  book,  for  profit.  And  then,  again,  it  is 
quite  possible  that  City  editors  are  not  aware 
of  this  state  of  affairs  ;  and  it  is  equally  prob- 
able that  they  would  not  refer  thereto  if 
they  were,  for  the  man  who  did  would  not 
be  again  received  by  a  smiling  bank  agent. 

"Mr  S.,"  the  banks  would  say,  "is  in- 
discreet."    And  Mr  S.  would  have  to  seek 
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another  sphere  of  usefulness,  for  it  is  absurd 
to  expect  the  banks  to  open  their  doors  to 
men  who  give  away  their  secrets.  This 
honour,  again,  has  been  reserved  for  me, 
and  I  myself  should  be  somewhat  nervous 
at  making  calls  in  Lombard  Street,  where 
the  bankinfy  welcome  extended  to  me  would 
not  be  of  the  heartiest,  though  the  religion 
of  the  country  is  Christian.  But  the  temper 
of  the  Christian  is  really  quite  as  objection- 
able, and  his  language  equally  as  offensive, 
upon  occasion,  as  that  of  a  poor  heathen 
with  an  untutored  mind,  whose  garments  are 
neither  well  cut  nor  superabundant. 

The  City  editor  has  three  sources  of  in- 
formation open  to  him,  and  they  are — the 
banker,  the  bill-broker,  and  the  customer. 
The  first  we  have  already  discussed.  The 
bill-broker,  when  he  makes  a  close  bargain 
with  a  bank,  is  not  anxious  to  advertise  the 
fact,  because,  if  he  do,  his  own  customers 
will  want  their  rates  reduced  ;  and,  secondly, 
he  would  know  very  well  that,  unless  he  held 
his  tongue,  he  might  not  be  able  to  make  a 
similar  bari^ain  at  some  future  date.  The 
customer,  so  long  as  his  own  rates  are  low, 
does  not  much  care  how  other  customers  are 
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treated,  and,  if  he  mentions  the  fact,  just  does 
so  quite  in  a  whisper  to  a  friend,  with  an 
admonition  to  keep  it  quiet,  and  the  friend 
seals  the  compact  with  a  knowing  wink  of 
his  eye,  and  a — 

"Thank  you,  old  man.  I'll  remember 
that." 

From  various  causes  the  Bank  of  England 
rate  of  discount  is  not  always  effective,  but 
we  need  not  enter  into  that  discussion  here, 
or  touch  upon  the  steps  it  sometimes  takes 
to  make  it  so,  though  the  bill-brokers  and 
discount  houses,  should  the  banks  be  short 
of  loanable  capital,  sometimes  have  to  pay  i 
and  I  per  cent,  above  the  official  rate  when 
they  are  driven  to  the  bank,  and  are  some- 
what sore  in  consequence. 

The  banks,  however,  though  they  often 
refuse  bills  from  the  brokers,  never  refuse 
to  discount  for  their  own  current-account 
customers,  who  should  make  special  bargains 
with  them.  A  rival  bank,  for  the  sake  of 
getting  an  account,  will  sometimes  quote 
very  fine  rates ;  and  your  present  banker, 
when  you  bring  the  fact  to  his  knowledge, 
will  probably  offer  you  similar  terms  in  order 
to  keep  your  account  on  his  books. 
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To  current-account  customers  I  would 
suggest  Bank  Rate  with  a  maximum  of  5. 
Of  course,  this  is  only  a  suggestion.  Some 
may  be  in  a  position  to  command  better 
terms  ;  others  possibly  cannot  do  so  well ; 
but  every  reader  can  see  just  how  matters 
stand,  and  consider  whether  it  be  worth  his 
while  to  make  a  move. 

The  banks,  when  they  discount  bills  for 
their  customers,  invariably  make  inquiries 
of  the  acceptors'  bankers  whether  they  are 
in  a  position  to  meet  them  at  maturity  ;  and 
the  answers  they  receive  are  entered  in  a 
book  kept  for  the  purpose.  Should  the  reply 
be  unsatisfactory,  the  bill  would  be  refused 
unless  the  position  of  their  own  customer 
were  undoubted,  when,  of  course,  nothing 
would  be  said. 

A  rather  interesting  story  of  a  customer, 
who  had  read  one  of  my  books,  was  told  to 
me  by  a  friend.  He  called  upon  his  banker 
in  the  City  and  reduced  the  rate  he  was 
then  paying.  To  his  surprise,  the  manager 
grumbled  at  his  bills,  told  him  that  they  liked 
fresh  names,  not  always  the  same,  and  asked 
him  if  he  could  not  get  some. 

The    customer    was    astonished    at   this 
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absurdity,  and  retorted  that  he  was  not 
particularly  anxious  for  fresh  names  and, 
perhaps,  bad  debts.  His  names,  he  quite 
well  knew,  were  good ;  and  he  much  pre- 
ferred selling  to  his  old  customers,  who 
always  paid  their  debts,  than  running  the 
risk  so  glibly  suggested  by  the  agent,  who, 
doubtless,  was  somewhat  piqued  that  an  old 
and  highly-respected  client  should  suddenly 
discover  that  he  had  been  paying  too  much 
on  his  bills  for  years  past. 

The  agent,  of  course,  has  my  entire  sym- 
pathy, and  I  greatly  regret  the  annoyance 
caused  him ;  but,  on  the  other  hand,  it  is  my 
business  to  write  books  which  will  enable 
customers  to  reduce  their  rates,  and  I  never 
forget  to  make  a  note  of  any  hint  that  may 
prove  useful  to  them.  How  painful  it  is 
when  one's  business  is  quite  at  variance  with 
one's  sympathies,  when  one's  stomach  will 
not  allow  one  to  live  up  to  one's  lofty  ideals ! 

A  word  or  two  may,  perhaps,  be  said  with 
reference  to  accommodation  paper.  The 
London  banks  advance  and  discount  trade- 
bills  cautiously ;  therefore,  many  business 
men,  whose  securities  are  not  acceptable, 
take  them   to  houses  whose  credit  is  good. 
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These  houses  and  firms,  upon  the  said 
securities  being  deposited  with  them,  allow 
the  owners  to  draw  bills,  which  they  accept 
in  consideration  of  a  fairly  stiff  commission. 
Such  acceptances  are  discounted  either  with 
the  banks  or  the  bill-brokers ;  and  after 
the  borrower  has  paid  commission  to  the 
acceptor,  and  interest  to  the  broker,  he 
discovers  that  the  raising  of  money  upon 
indifferent  securities  is  an  expensive  process, 
and  that  all  the  sharks  are  not  in  Lombard 
Street. 

Of  course,  large  profits  are  made  in  some 
businesses ;  and  the  man  who  borrows  in 
this  fashion,  unless  his  nett  gains  be  consider- 
able, must  find  the  struggle  to  live  an 
extremely  hard  one.  The  acceptor,  whose 
credit  is  good,  lends  the  borrower  his  name, 
just  as  the  banks  lend  theirs  to  their  own 
customers,  whose  bills  they  either  accept  or 
endorse  for  a  commission,  though  they  can- 
not obtain  the  rates  which  the  outsider 
procures.  The  latter  takes  heavier  risks, 
and  he  expects  to  be  paid  proportionately ; 
whilst,  if  it  become  a  question  of  renewing 
the  bill,  he  sometimes  puts  on  the  screw, 
when  the  borrower  discovers  what  there  is 
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in  a  name — especially  if  it  be  a  Hebrew 
one. 

When  a  customer  keeps  more  than  one 
banking  account,  it  will  sometimes  pay  him 
to  inquire  the  lowest  rate  at  each  bank,  as  it 
is  quite  possible  that  his  so  doing  may  result 
in  a  saving  of  money. 

We  next  arrive  at  discounting  in  the 
provinces ;  and  here  we  shall  find  that  the 
banks  are  in  clover.  In  agricultural  districts, 
where  numerous  small  bills  are  discounted,  the 
agent,  even  if  the  Bank  Rate  be  at  2  or  21, 
often  obtains  5  per  cent,  per  annum  interest 
upon  the  amount  of  the  bill,  together  with  i  per 
cent,  commission  ;  so  that  when  the  bills  are 
drawn  for  short  terms,  the  borrower  really 
pa)s  from  7§  to  8  per  cent,  for  the  loan. 
Were  this  explained  to  him  at  the  time,  he 
would  probably  express  his  astonishment ; 
but  the  agent  is  careful  not  to  perplex 
the  bucolic  mind  with  little  arithmetical 
puzzles. 

''  Eight  per  cent,  sor !  "  he  would  exclaim, 
rubbinor  his  head. 

He  might  rub  a  long  time,  but  he  would 
never  rub  8  per  cent,  in,  however  nicely  the 
agent  explained  it ;  but  5  per  cent,  interest 
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and  just  i-  commission  sounds  as  though  he 
were  paying  5^  only. 

Of  course,  he  pays  5  per  cent,  per  annum 
interest  on  the  bill,  and  \  per  cent,  com- 
mission, which  is  quite  another  matter.  For 
instance,  if  he  discount  a  bill  of  ^10,  which 
has  30  days  to  run,  then  he  pays — 

30  days  at  5  per  cent,  per  annum,    .    lod. 
\  per  cent,  commission,  .  .     6d. 


IS.  4d. 


This  works  out  at  slightly  over  8  per  cent, 
per  annum ;  and  as  small  tradesmen  who 
discount  short  bills  are  treated  in  exactly 
the  same  manner  unless  they  protest,  they 
should  just  ask  the  manager  for  a  little 
explanation,  and,  if  their  credit  be  good, 
decline  to  be  put  off  with  a  nice  bank  smile. 
On  the  other  hand,  should  the  acceptors  be 
weak,  and  they  themselves  none  too  strong, 
there  is  nothing  for  it  but  to  accept  the 
terms,  though  there  can  be  no  harm  in 
endeavouring  to  reduce  the  commission  rate 
to  \  or  tV- 

"  The  hand  that  shakes  but  never  assists," 
the  small   tradesman   must  think   when  the 
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typical  bank-manager  graciously  condescends 
to  pay  him  his  banking  respects,  and  to 
inquire,  somewhat  distantly,  after  his  health. 
However,  he  can  have  his  revenge  and 
reduce  his  rates  when  his  business  improves. 

Some  of  the  country  banks  have  two  rates 
of  discount.  I  say  two ;  but,  really,  I  am 
flattering  them,  for  they  must  have  quite 
three  or  four.  When  the  customer  is  out  of 
touch  with  the  market,  be  his  credit  ever  so 
good,  the  banks  endeavour  to  get  5  per  cent, 
from  him,  and  a  high  commission  into  the 
bargain,  even  though  the  Bank  Rate  be  at 
2.  I  think  they  refer  to  these  customers 
as  good,  old-fashioned  people,  whom  they 
esteem  highly,  and  whose  gradual  disappear- 
ance from  business  they  deeply  regret. 

Such  men  do  a  good  country  business. 
For  years  they  have  jogged  comfortably 
along,  apparently  unconscious  of  the  change 
that  has  taken  place  since  they  were  boys  ; 
and  if  they  do  notice  it,  and  should  they 
become  critical,  then  they  only  regret  that 
the  present  generation  has  forsaken  their 
fathers'  gods,  and  solemnly  declare  that, 
though  the  world  is  still  as  beautiful,  young 
men  and  maidens  are  much  too  fast. 
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"Quite  so,  my  dear  sir,"  agrees  the  bank 
manager.  "  A  few  bills  to  be  discounted,  I 
see. 

"  Yes,"  says  the  fossilised  old  gentleman. 

"  Mr  Jones,"  whispers  the  manager  to  a 
clerk,  "five  per  cent,  and  one-quarter  com- 
mission. Don't  make  any  mistake  this 
time." 

"Young  men  of  the  present  day,"  again 
remarks  the  old  fossil,  with  emphasis,  glanc- 
ing at  a  young  man  beside  him  whose 
fingers  are  covered  with  rings,  "are  much 
too  fast.  I  can't  understand  how  a  business 
can  support  these  extravagances." 

Had  he  remained  a  few  minutes  longer  he 
would  probably  have  been  astonished  almost 
out  of  his  life,  and  his  opinion  of  modern 
bank  managers  would  also  have  been  consider- 
ably modified  did  he  survive  the  shock. 

"  Funny  old  boy,"  remarks  the  young  man 
with  the  rings,  sliding  his  cheques  across 
the  counter  to  the  manager,  who  cautiously 
smiles  his  assent. 

"  Behind  the  times,  eh  ?  " 

"A  little,"  replies  the  manager. 

"  Wish  more  of  'em  were,  eh  ?  " 

"  Devoutly." 
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Whereupon  the  young  man  with  the  rings 
laughs. 

"  I'll  wait  to  see  what  the  discount  on 
those  bills  comes  to,"  he  observes,  taking  his 
pipe  from  his  mouth  and  puffing  a  cloud 
of  tobacco  smoke  into  the  manager's  face. 
"  The  Bank  Rate  has  just  gone  to  three  ;  so 
three's  our  arrangement." 

"  Three-and-a-half,"  returns  the  agent. 

"Three,"  repeats  the  young  man  with  the 
rings.  "If  you  can't  do  it,  give  them  back 
to  me." 

And  the  manager  does  it — like  a  lamb. 

"  Mr  Jones,"  he  whispers  to  the  clerk, 
*'  calculate  the  discount  on  these  bills  at 
three,  and  no  commission.  Please  make 
haste,  for  I  shall  be  exceedingly  glad  to  get 
this  young  man  out  of  the  office." 

"  His  tobacco,"  suggests  the  youthful 
Jones,  "  smells  most  offensive  and  obnoxi- 
ous. 

"And  his  manners,  Mr  Jones,"  returns 
the  agent,  "make  me  wonder  in  what  school 
he  was  educated." 

"Yes,  sir,"  says  Jones,  humbly.  "  I  think 
he  must  be  a  product  of  what  they  call  the 
up-to-date  and  pushful  school,  sir." 
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"  He  knows  more  than  is  good  for  him," 
remarks  the  agent. 

"And  more  than  is  good  for  us,  too," 
thought  the  youthful  Jones,  who  wisely  did 
not  articulate  such  an  unorthodox  sentence 
for  the  edification  of  his  chief,  who,  returning 
to  the  counter,  chatted  most  pleasantly  with 
the  young  man  with  the  pipe  and  the  rings 
upon  certain  little  questions  which  were  of 
purely  local  interest,  such  as  the  neglected 
condition  of  the  trees  in  the  churchyard  and 
the  unsettled  state  of  the  weather. 

The  current-account  customer  who  can 
afford  to  bank  where  he  likes  should  refuse 
to  pay  any  commission  on  his  bills  ;  and  he 
should  also  take  care  that  he  does  not  pay 
5  per  cent,  when  the  Bank  Rate  is  at  3 
or  under.  I  would  suggest  the  following 
arrano^ement : — 

"  Bank  Rate,  with  a  minimum  of  3  or  3I 
per  cent." 

But,  as  I  have  demonstrated  in  previous 
chapters,  the  customer,  if  he  wants  to  reduce 
his  discount  rates,  must  bargain  with  the 
agent,  and,  if  necessary,  let  him  see  that 
he  is  determined  to  discount  his  bills  in  the 
cheapest  market.     If  his  account  be  a  good 
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one,  such  as  any  bank  would  readily  accept, 
then,  in  order  to  secure  it,  very  probably 
a  rival  bank  would  quote  him  finer  rates 
than  those  given  above. 

Competition  for  good  trade  bills  is,  we 
have  seen,  active  ;  and  if  any  customer  now, 
with  the  official  minimum  at  3,  is  paying  5 
per  cent,  in  the  provinces,  he  will  find 
that  a  perusal  of  this  chapter  will  increase 
his  profits  very  considerably. 

In  the  large  cities,  such  as  Manchester, 
Liverpool,  Birmingham,  low  rates  are  easily 
procurable ;  for  prices  are  cut  nowadays, 
and  merchants  are  much  too  keen  to  pay 
excessive  discount  rates.  Possibly,  did  we 
know  the  real  state  of  affairs,  that  is  to  say, 
could  we  see  the  discount  books  of  the 
various  banks,  we  should  find  that  a  cus- 
tomer who  discounts  very  extensively  often 
obtains  extremely  fine  rates  from  his  banker. 

Since  the  Scotch  banks  opened  in  London 
their  customers  often  complain  that  their 
banks  are  discounting  at  lower  rates  in 
London  than  in  Scotland.  They  reason 
that  the  banks  collect  their  deposits  in  Scot- 
land and,  in  order  to  swell  their  own  profits, 
lend  a  certain  proportion  in  London,  thereby 
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making  loanable  capital  dearer  in  the  north. 
Such  action  certainly  does  not  seem  patri- 
otic ;  but  surely  bank  directors  are  not 
suspected  of  patriotism.  I  should  hesitate 
to  make  that  accusation  against  them. 

The  money  is  borrowed  in  Scotland,  and 
Scotsmen  naturally  think  that  home  indus- 
tries should  be  fostered  with  it,  or,  at  any- 
rate,  that  capital  collected  in  the  country 
should  not  be  lent  at  cheaper  rates  in  the 
south  ;  but  a  soulless  company  is  capable  of 
everything — except  generosity.  However, 
though  there  are  only  ten  large  banks  in 
Scotland,  I  am  told  that  competition  is  fairly 
keen  between  them ;  so  their  customers 
might  possibly  improve  their  position  by 
attempting  some  of  the  methods  suggested 
in  this  volume. 


CHAPTER    V 


OVERDRAFTS    IN    THE   COUNTRY 


If  one  examined  the  dividends  of  the  various 
banking  companies,  it  would  be  found  that 
the  highest  are  paid  by  those  institutions 
which  have  both  London  and  country 
branches,  as  the  following  list  will  clearly 
prove : — 


London  and  Westminster, 

Average  dividend  for  ten 
years,  ending  1900. 

i2y^^  per  cent. 

Union  of  London,     . 

To20 

„     (about). 

London  Joint  Stock, 

lo/xr 

>> 

London  and  County, 
National    Provincial    Bank 

213-V 
of 

I> 

England,    . 
Manchester  and  Liverpool 

19A 
Dis- 

n 

trict,  . 


At  a  first  glance  this  looks  most  mysterious, 
and  the  banks  would  much  prefer  that  the 
little   puzzle  were   not   explained ;    but,   re- 
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luctant  as  I  am  to  hurt  their  banking 
feehngs,  which,  experience  tells  me,  are  of 
the  tenderest,  our  banking  puzzle  is  so 
extremely  simple  that  I  find  it  quite  im- 
possible to  resist  the  persistent  itching  at 
my  finger-tips. 

The  world,  so  the  banks  must  think,  is 
full  of  fools,  and  their  customers,  experience 
has  taught  them,  are  of  the  world.  The 
discovery  is  by  no  means  an  original  one, 
for  the  idea  is  older  than  the  banks  them- 
selves— considerably  older,  and  the  above 
list  proves  its  veracity  beyond  a  doubt. 
They  must  certainly  have  a  large  number 
of  inexperienced  persons  upon  their  books, 
and  I  will  proceed  to  prove  it  by  statistics 
as  well  as  by  facts. 

In  London,  when  the  Bank  Rate  is  at  2, 
the  banks  cannot  advance  at  5.  They  allow 
interest  at  I,  and  advance  at,  say,  3,  leaving 
a  margin  of  2|.  Their  free  balances  they 
employ  at  the  same  rate. 

But  the  country  banks,  with  a  2  per  cent, 
ofificial  minimum,  among  other  rates,  manage 
to  squeeze  in  a  5.  Deducting  the  country 
deposit  rate  of  i|,  there  remains  a  margin  of 
3|  as  against  London's  2|.     Here,  again,  a 
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certain  proportion  of  "  free  balances "  earn 
the  full  5  per  cent. 

I  am  quite  well  aware  that  I  have  only 
given  one  of  the  reasons.  Naturally,  banks 
which  have  numerous  branches  collect  more 
deposits  than  the  purely  London  institutions. 
Their  ratio  per  cent,  of  capital  to  deposits 
is  consequently  less,  and  they  are  thereby 
enabled  to  distribute  higher  dividends  than 
local  companies,  which  only  farm  a  particular 
city  or  district  ;  but  the  difference  is  too 
pronounced  to  allow  of  this  being  declared 
the  sole  cause  for  a  moment. 

For  instance,  the  ratio  per  cent  of  paid-up 
capital  to  deposits  of  the  Union  of  London 
at  December  1900  was  9*26,  and  that  of  the 
National  Provincial  5 '87.  Of  course,  other 
things  being  equal,  the  National  Provincial 
would  pay  considerably  larger  dividends  than 
the  Union,  but  when  the  average  dividend 
of  the  one  is  lOo-V  per  cent.,  and  of  the  other 
191^0  per  cent,  we  are  compelled  to  look  for 
another  factor,  which  we  find  in  the  more 
profitable  nature  of  country  banking. 

Again,  if  additional  proof  be  wanted,  it 
will  be  found  that  the  purely  country  banks, 
when  the  capital  ratios  are  taken  into  con- 
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sideration,  pay  considerably  higher  average 
dividends  than  the  purely  London  institu- 
tions. The  dividends  of  the  London  com- 
panies fluctuate  more.  For  instance,  during 
1895,  when  the  Bank  Rate  was  at  2  all  the 
year,  the  Westminster  distributed  9^^  per 
cent.,  which  was  increased  to  16  per  cent, 
in  1900.  But  the  Manchester  and  Liverpool 
District  Bank  paid  20  per  cent,  during  each 
year  in  question.  The  higher  rates  of  1900 
did  not  affect  its  dividends  one  way  or  the 
other.  It  was  precisely  the  same  with  the 
Manchester  District  Bank;  and  the  Union 
of  Manchester  only  added  to  its  1895  dis- 
tribution by  Tfths. 

Are  we  to  assume  from  this  that  when  the 
Bank  of  England  rate  was  at  2,  Manchester 
men  were  paying  5  per  cent,  for  their  ad- 
vances ?  If  they  were,  then  I  should  recom- 
mend them  to  try  some  of  the  London  and 
Provincial  banks  in  that  city,  when  they  will 
find  that,  if  their  securities  be  tangible,  they 
can  obtain  an  advance  at — 

"  Bank  Rate,  with  a  minimum  of  3i  and 
a  maximum  of  5." 

Really  large  merchants,  of  course,  make 
special  terms  with  the  banking  companies  ; 
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but  I  cannot  help  thinking,  seeing  that,  year  in 
year  out,  whether  the  Bank  of  England  rate 
of  discount  be  high  or  low  no  impression 
whatsoever  is  made  upon  the  distributions  of 
most  of  the  Manchester  banks,  that  their 
customers,  by  bringing  a  little  pressure  to 
bear  upon  the  directors,  might  reduce  their 
rates  of  interest  and  commission  perhaps 
considerably. 

Now,  I  think  that,  from  the  above  facts 
and  figures,  this  deduction  is  reliable,  and 
that  my  statistics  clearly  show  that  the 
country  customers  of  the  banks  are  paying 
much  higher  rates  than  those  to  which  the 
companies  are  justly  entitled. 

But,  a  reader  may  ask,  what  has  the  Bank 
of  Enofland  discount  rate  to  do  with  the  value 
of  a  secured  advance  ? 

Briefly,  the  Bank  of  England  is  the 
bankers'  bank.  The  joint-stock  banks  only 
keep  sufficient  cash  in  their  safes  to  supply 
their  tills ;  and  their  cash-balances,  over  and 
above  their  requirements  for  this  purpose, 
are  lodged  with  the  Bank  of  England, 
which,  in  consequence,  holds  the  gold 
reserve  of  the  country.  This  reserve  the 
bank  protects  by  raising  its  rate  of  discount. 
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But  we  need  not  enter  into  that  question 
here. 

Loanable  capital  is  either  cheap  or  dear 
accordinL[  to  the  demand  for,  and  the  supply 
of,  the  same.  If  the  demand  be  large  and 
the  supply  small,  then  the  rate  of  interest  is 
extremely  high.  Again,  during  periods  of 
political  unrest,  when  the  banks  are  afraid 
to  lend  freely,  and  when  the  Bank  of 
England  is  anxious  to  protect  its  reserve, 
then,  even  though  loanable  capital  is  plen- 
tiful enough,  this  sense  of  insecurity  compels 
the  banks  to  hold  a  larger  proportion  in 
reserve  against  contingencies ;  consequently 
the  borrower,  whether  against  marketable 
securities  or  bills,  has   to   pay  higher  rates. 

The  Bank  of  England  is  a  joint-stock 
bank  like  any  other  joint-stock  bank  ;  and  it 
discounts  bills  the  same  as  any  other  bank  in 
London  does.  When  loanable  capital  is 
plentiful  and  demand  small,  then  the  Bank 
of  England  rate  of  discount,  or  the  "  official 
minimum,"  as  it  is  sometimes  called,  is  low. 
In  other  words,  the  bank  is  then  discounting 
bills  at  low  rates. 

We  have  seen  that  "the  Bank,"  as  the 
Bank  of  England  is   called,  holds   the  gold 
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reserve  of  the  nation  ;  and  because  of  this, 
together  with  the  fact  that  it  keeps  the 
Government  account,  and  enjoys  certain 
privileges  therefrom,  every  bank  and  every 
lender  and  borrower  of  money  is  interested 
in  it.  The  Bank  Rate,  therefore,  is  in  a  sense 
representative,  despite  the  fact  that  the  Bank 
of  England  is  only  one  among  many  large 
lenders,  and  that  it  cannot,  as  some  people 
think  it  can,  "  fix  "  a  rate  arbitrarily,  because, 
were  it  to  try,  it  would  do  no  business. 

When  the  Bank  Rate  is  low,  loanable 
capital  is  cheap,  and  it  is  therefore  absurd  of 
country  customers  with  a  2  or  a  3  per  cent. 
official  minimum  to  pay  5  per  cent,  on  good 
trade  bills  or  for  an  advance  against  tangible 
securities.  They  should  study  the  money 
market,  watch  the  Bank  Rate,  and  pay  for 
the  money  they  borrow  accordingly  ;  for  if 
they  accept  without  question  all  a  bank  man- 
ager tells  them  they  will  be  considerably 
the  poorer  at  the  end  of  each  quarter  or  half- 
year. 

In  the  provinces  most  of  the  overdrawn 
accounts  are  worked  on  the  "  overdraft,"  not 
upon  the  "loan,"  system.  A  country  bank 
might  have  a  few  "  loan  accounts  "  open  in 
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its  books  (see  Chapter  III),  but  they  would 
be  very  few  indeed,  and  could  be  counted 
on  one's  finders.  The  customer  has  a 
"limit."  That  is  to  say,  he  can  overdraw 
his  account  to  the  extent  of  a  certain  sum, 
which  has  been  arranged  between  himself 
and  the  manager  ;  and  interest  is  charged 
upon  the  actual  amount  of  the  overdraft  at 
the  end  of  each  day.  Of  course,  he  must 
not  exceed  his  "limit";  and  if  he  do,  the 
agent  is  at  liberty  to  return  his  cheques. 

Upon  such  accounts  the  manager  charges 
from  3i  to  5  per  cent.  He  first  examines 
the  would-be  borrower's  proffered  securities. 
Then  he  looks  critically  at  the  customer, 
treats  him  to  a  nice  bank  smile,  and  en- 
deavours to  find  out  just  what  he  knows 
about  the  market  value  of  loanable  capital. 

We  will  assume  that  the  Bank  Rate  is  at  3, 
and  that  Mr  Mason,  a  person  whose  securi- 
ties are  undoubted,  and  whose  confidence  in 
bank  managers  is  complete,  requires  an  over- 
draft of  ^5000. 

"  Sit  down,  sir,"  says  the  polite  agent.  "  I 
am  glad  to  see  you  looking  so  well.  Yes  ; 
there  will  be  no  difficulty  here." 

"And  as  to  interest?"  asks  the  customer. 
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"  Our  usual  rate  of  5  per  cent." 

"  You  never  advance  under  ?" 

"  Never,"  the  manager  assures  him  with- 
out a  blush.  A  bank  clerk  who  blushed 
could  never  fill  the  "  official "  armchair  in  the 
"  sweating-room  "  with  that  grace  and  dig- 
nity which  is  so  essential  in  a  finished  bank 
agent. 

"And,"  he  continues,  "we  shall  want  a 
little  commission." 

"What's  that?"  inquires  the  innocent  Mr 
Mason. 

"  A  slight  charge  on  the  turnover." 

"  Turnover,"  repeats  Mr  Mason. 

"  Upon  the  cheques  you  draw  out,"  ex- 
plains the  manager.  "  It  will  be  something 
quite  small.      Leave  that  to  me." 

"  Thank  you,"  replies  the  innocent  Mr 
Mason.  "  I  feel  perfectly  safe  in  your 
hands." 

Whereupon  the  manager  bows  his  bank- 
ing thanks,  and  continues  :  "  I  shall  submit 
your  proposal  to  my  directors  at  once, 
and  in  the  course  of  a  few  days  I  will 
let  you  know  their  decision,  which  is  certain 
to  be  satisfactory.  What  a  beautiful  day,  Mr 
Mason." 
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And  he  rises  from  the  "  official "  arm- 
chair. 

''  Beautiful,"  agrees  Mr  Mason,  rising  too. 
''  Then  1  shall  hear  from  you  soon  ?  " 

*'  In  due  course,"  replies  the  agent,  with 
official  brevity.  And  he  holds  out  his  bank- 
ing hand,  which  Mr  Mason  shakes. 

At  the  end  of  the  half-year  Mr  Mason  is 
charged  5  per  cent,  interest  and  ^commis- 
sion, together  with  £2,  2s.  for  law  charges, 
and  sundry  other  little  debits,  all  of  which 
are  entered  in  his  pass-book  thus — 

To  charges,  .  £,^'2.^->  13s.  2d. 
The  customer,  when  he  sees  his  pass-book, 
though  he  cannot  quite  understand  the 
figures,  thinks  that  it  must  be  all  right ;  and, 
unfortunately,  he  does  not  take  the  trouble 
to  verify  the  entry. 

Now,  had  Mr  Mason  been  better  ac- 
quainted with  the  money  market,  and,  also, 
with  bank  managers,  he  could  have  arranged 
his  advance  quite  easily  at — 

"  Bank  Rate,  with  a  minimum  of  3J  per 

cent,  and  a  maximum  of  5." 

As  to  commission,   Mr  Mason   should   have 

smiled  at  the  mere  suggestion,  and  reminded 

the  manager  that  there  were  four  other  banks 
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in  the  town  besides  his  own,  each  of  which 
would  probably  be  only  too  pleased  to  let 
him  have  the  advance  at  32  per  cent.,  with 
no  commission  whatsoever.  The  manao-er 
would  then  have  banished  all  thoughts  of 
"  doing "  Mr  Mason  from  his  weak  mind, 
and  have  reasoned  that  31  per  cent,  without 
commission  was  better  than  no  account  at 
all,  just  as  money  without  love  seems  in- 
finitely more  desirable  than  love  without 
money  when  the  choice  is  forced  upon  an 
unwilling  person  who  worships  at  the  shrine 
of  so-called  civilisation. 

Were  we  able  to  examine  the  books  of 
certain  of  the  London  and  provincial  bank- 
ing companies  at  their  country  branches,  we 
should  soon  recognise  the  fact  that  the 
managers  do  not  consider  the  nature  of  the 
securities  alone,  but  that  they  also  take  into 
their  most  mature  deliberation  the  nature  of 
the  customer  who  deposits  them.  The 
various  rates  are  sometimes  marked  upon 
each  account ;  and  could  the  easy-going  or 
highly-esteemed  clients  read  what  the 
"mean"  customers  are  paying,  they  would 
rub  their  eyes  in  astonishment  and  murmur, — 

"  Is  it  possible.-* — dear  me." 
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Certainly,  the  securities  are  carefully  con- 
sidered ;  but  country  banking,  during  the 
last  twenty  years,  has  been  modified  very 
greatly.  Customs,  naturally,  change  more 
slowly  in  a  small  town  than  in  a  large  city. 
However,  any  marked  evolution  is,  in  time, 
certain  to  spread  to  the  outlying  districts  ; 
and,  eventually,  the  same  methods  are  sure 
to  be  adopted  throughout  the  length  and 
breadth  of  the  land.  This  fact  bank 
directors  have  failed  to  see.  The  average 
agent,  of  course,  is  a  mere  servant,  who  has 
not  sufficient  intelligence  to  grasp  the  situa- 
tion, or  to  see  how  serious  it  is. 

The  joint-stock  banks  have  driven  out  the 
private  banker  in  the  provinces.  Now,  the 
private  banker  took  risks ;  and,  naturally 
enough,  he  charged  for  those  risks.  His 
successors  only  consider  safe  business,  yet 
they  are  anxious  to  maintain  his  rates  ;  and 
it  stands  to  reason  that  they  cannot  succeed. 

The  present  state  of  affairs  was  inevitable. 
Those  companies  which  were  first  in  the 
field  succeeded  for  a  little  while.  Suddenly 
we  witness  a  feverish  opening  of  new 
branches  on  the  part  of  the  banks.  Branch 
banks  multiply   in  every  direction.     Towns 
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which  once  contained  three  banks  are  now 
blessed  with  six  ;  and  as  each  fresh  arrival 
has  to  make  a  business,  the  result  is  fierce 
competition. 

Naturally  the  older-established  banks 
complain  bitterly  of  the  methods  of  the 
new.  One  would  really  think,  to  hear  the 
high-llown  invectives  their  agents  launch 
against  the  methods  of  the  newcomers,  that 
those  companies  which  started  first  must 
have  been  models  of  banking  propriety. 
Such,  however,  was  very  far  from  the  case  ; 
and,  in  reality,  these  stupid  men  are  only 
inveigrhino-  acjainst  those  methods  which 
enabled  their  own  banks  to  snatch  business 
from  the  old  private  banker.  In  short,  they 
are  being  inconvenienced  by  the  very  rope 
which  they  provided  for  the  hanging  of  the 
private  banker,  and  it  seems  a  little  in- 
discreet to  bellow  so  loudly  about  it. 

These  old-established  companies  openly 
announced  their  intention  of  underbidding 
the  private  banker  ;  and  they  did  it.  Ask 
the  private  banker  if  their  methods  were  too 
nice !  Now,  having  disposed  of  him,  the 
courteous  gentleman  who  did  assist  his 
clients,  his  underbred  successors  are  anxious 
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to  pose  as  gentlemen  who  play  the  game. 
It  is  a  little  too  funny.  They  are  the 
jackals  who  forage  for  a  board  of  directors. 
That  is  what  they  are ;  and  that  is  what 
they  were  from  the  very  start,  and  what 
they  will  be  till  the  hnish  of  their  "highly- 
respectable"  banking  careers. 

New  branch     banks,   with    businesses     to 

m;ike,   entered   the    various    towns ;  but  we 

must     remember    that    the    credit    of   these 

competing  banks  was  well-established,    that 

there    was    no    question    concerning     their 

stability,  and  that  the  only  doubt  which  their 

directors  had    to  face  was  whether  or  not  a 

profitable  connection  could  be  built  up  by  a 

branch  office  in  this  or  tiiat  town.      Fortune 

favoured    them.       Wa.    have    seen    that    the 

older-established  companies  were  beginning 

to  settle  down  snugly  in  a  land  oversowing 

with    milk    and    honey.       Their    managers 

began  to  give  themselves   airs   and   to   talk 

large,    for    they    fondly    imagined    that    the 

mantle  of  the  private  banker  had  fallen  upon 

their   round    shoulders.       It    was    extremely 

funny.      Little  Johnnie  Bank-clerk  began  to 

swagger,  to  swing  his  walking-stick,  and  to 

talk    about    monopoly    and     big     "  screws." 
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There  was  to  be  a  Utopia  for  Johnnie  Bank- 
clerks,  who  began  to  picture  in  their  weak 
minds  a  future  of  much  beer  and  short 
hours. 

Then  somethinor  occurred — somethingr  un- 
pleasant,  of  course — which  quite  upset  these 
calculations,  and,  also,  those  agents  who  had 
begun  to  imagine  themselves  men  of  some 
local  importance.  The  managers  of  the 
newly-established  opposition  branch  banks 
began  to  circularise,  to  tout,  to  cut  prices,  to 
do,  in  short,  all  those  things  which,  as  seen 
through  the  spectacles  of  the  old  stage  agents, 
they  ought  not  to  do. 

"  The  '  profession,'  "  these  gentlemen 
would  indignantly  declare,  "  is  being 
lowered." 

Quite  so !  And  worse  still,  their  profits 
were  being  lowered  too.  The  paternal 
Boards  strongly  objected  to  the  latter  result ; 
and  the  letters  exchanged  between  them  and 
their  agents  must  have  been  both  pathetic 
and  amusing.  And  now  they  are  all  at  it. 
Oh,  it  is  quite  sad !  And  to  think  that  a 
bee  has  left  the  busy  banking  hive  and 
chronicled  the  facts. 

The  newcomers  had  to  attract  customers, 
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so  they  offered  banking  facilities  at  cheaper 
rates  than  those  of  their  rivals,  who,  in  order 
to  retain  their  connections,  had  to  reduce 
their  rates  ;  and  this  struggle  has  been  in 
process  for  years  past.  At  first  the  older 
companies  resisted  and  their  agents  talked 
a  deal  of  nonsense  about  bad  banking  form, 
as  though  their  customers  were  anxious  to 
pay  through  their  noses  for  the  unique 
privilege  of  supporting  a  manager's  idea 
of  banking  ethics.  They  were  not  such 
fools.  And  when,  after  losing  business, 
the  older  companies  recognised  the  im- 
possibility of  maintaining  rates  of  interest 
and  commission  in  the  face  of  determined 
competition,  they  wisely  accepted  the  in- 
evitable, and  reduced  their  charges  if 
customers    complained    or   threatened. 

The  result  is,  some  clients  are  paying  for 
a  well-covered  advance — 

5  per  cent,  per  annum  and  I  commission 

on  the  turnover. 
5  per  cent,  per  annum  and  no  commission 

on  the  turnover. 
I  above   Bank  Rate,  with  a  minimum   of 

3^    and    a    maximum   of   5,    and    no 

commission. 

G 
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A  propos  of  commission,  the  manager 
sometimes  charges  \,  -i,  yV»  or  a  nominal  two 
or  three  guineas,  according  as  to  whether 
or  not  the  chent  objects.  Of  course,  those 
persons  who  know  the  market  do  object  ; 
and  if  any  of  my  readers  have  not  yet  done 
so,  they  may  possibly  think  it  desirable  to 
make  their  protest  now. 

It  is  just  the  same  with  interest  upon 
overdrawn  accounts.  The  manager  some- 
times charges  from  3^  to  5  per  cent,  accord- 
ing to  the  business  experience  of  the  client, 
who,  therefore,  should  take  care  that  he  is 
paying  the  lowest  terms  procurable.  The 
manager,  when  you  make  such  a  suggestion 
to  him,  will  probably  assure  you  that  such 
terms  are  not  obtainable  in  his  town,  that 
country  banking  is  quite  different  to  London 
banking;  but  if  you  make  a  "little  tour" 
round  the  banks  in  the  place  you  will  find 
that  the  agent  has  exaggerated  somewhat, 
as  is  quite  human  and  natural  that  he 
should,  for  the  poor  man  wants  to  make 
his  branch  produce  as  much  dividend  as  pos- 
sible, and  his  banking  soul  craves  ardently 
for  more  salary  and  promotion  to  a  larger 
office,  where  he  will  find  a  wider  field  for 
the  exercise  of  his  peculiar  talent. 
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The  provincial  manager  will  say  to  you, 
"  In  the  country  we  charge  a  small  com- 
mission"  (when  we  can  get  it),  "and  our 
rate  of  interest  is  5  per  cent,  whether  the 
Bank  of  England  rate  be  high  or  low.  The 
customer,  therefore,  profits  by  this  arrange- 
ment in  the  long  run,  because,  don't  you 
see  ?  the  London  customer  pays  i  per  cent, 
above  Bank  Rate,  so  when  the  official 
minimum  is  at  5.^   he  is  paying  6.V." 

Bless  his  innocent  heart!  How  plausible 
it  sounds  !  Of  course  the  London  customer, 
who  knows  the  market,  is  doing  nothing  of 
the  kind.  He  is  paying  5,  like  the  country 
client,  and  with  the  Bank  Rate  at  3  he  will 
be  borrowing  at  34.  The  country  customer, 
whose  securities  are  tangible,  should  do  the 
same. 

The  competition  of  the  new  branch  banks, 
we  have  seen,  has  played  havoc  with  so- 
called  country  rates  of  interest  and  com- 
mission. But  the  said  rates  did  not  rest 
upon  any  solid  foundation.  They  handi- 
capped the  borrower,  reduced  his  margin 
of  profit,  and  were  grossly  unfair.  The 
public,  consequently,  has  gained  by  this 
competition,  which  has    enabled  it  to  com- 
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pel  the  provincial  branch  banks  to  lend 
loanable  capital  at  current  value,  and  not 
to  charge  a  capricious  price  of  their  own, 
thereby  taxing  local  traders  and  local 
industry. 

A  moment's  reflection  should  have  con- 
vinced bank  directors  that  a  system  which 
is  not  based  upon  the  market  value  of  loan- 
able capital  is  bound  to  be  swept  away 
directly  competitors  enter  the  field  ;  and  it 
seems  needless  to  remark  that  those  banks 
which  hold  out  longest  will  suffer  most,  for 
certain  it  is  that  the  older  joint-stock  banks 
are  falling  behind  in  the  race  for  deposits. 
A  man  is  surely  not  going  to  pay  5  per 
cent,  for  an  overdraft  if  he  can  get  the  same 
accommodation  elsewhere  at  3^  or  4  ;  and 
such  is  the  precise  state  of  affairs  in  most 
provincial  towns. 

Moreover,  it  disgusts  a  customer  to  sud- 
denly discover  that  he  has  been  paying  5  per 
cent,  and  i  commission  on  his  turnover 
during  the  last  five  years,  when,  had  he 
been  aware  of  certain  facts,  he  could  have 
obtained  his  advance  at  Bank  Rate,  with 
a  minimum  of  3^  and  a  maximum  of  5, 
and  that  no  commission  would    have  been 
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charged.  He  feels  that  his  banker  has  been 
''doing"  him  for  years;  and  if  my  readers 
will  examine  their  pass-books,  some  are 
pretty  sure  to  find  that  such  is  the  case. 
Of  course  this  means  a  considerable  diminu- 
tion in  the  profits  of  a  business ;  and  in 
these  days  of  close  competition  a  trader 
cannot  afford  to  pay  excessive  charges. 
Further,  there  is  no  reason  why  he  should. 
The  movement  has  begun,  and  it  is  now 
only  a  question  of  time  until  country  rates 
are  the  same  as  London  rates.  Why  should 
they  differ?  Surely  if  loanable  capital  be 
worth  3  per  cent,  in  London,  it  is  not  2 
per  cent,  dearer  at,  say,  Lowestoft,  Bourne- 
mouth or  Manchester,  yet  the  banks  appar- 
ently ask  us  to  believe  that  it  is.  If  this 
were  the  case,  then  Consols  would  be  worth 
less  in  Bournemouth  than  in  London  ;  but 
the  contention  is  absurd,  and  it  is  equally 
absurd  of  the  banks  to  think  that  they  can 
charge  one  rate  in  London  for  a  well- 
secured  advance  and  another  in  the  pro- 
vinces. Were  this  possible,  then  the  person 
who  traded  with  borrowed  capital  in  the 
provinces  could  not  compete  against  a  Lon- 
don  trade  rival.      Time  has  now  begun  to 
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show  bank  directors  the  utter  folly  of  the 
attempt,  and  they  call  themselves  skilled 
bankers ! 

The  system  has  broken  down  because  it 
is  a  rotten  system,  because  it  is  an  unjust 
system,  and  because  it  forms  part  of  a 
policy  of  grab  which  has  largely  actuated 
some  banks  in  dealing  with  their  customers, 
and  for  these  reasons  it  is  doomed  to  disap- 
pear altogether. 

At  the  present  moment  some  of  the  pro- 
vincial banks  are  charcrinor  their  customers 
the  highest  rates  they  can  get.  Their 
clients,  therefore,  should  study  the  value  of 
loanable  capital  as  reflected  by  the  Bank 
Rate,  and  make  some  such  arrangement 
with  them  as  indicated  in  these  pages. 

Where  the  customer's  account  is  only 
partially  secured,  or  should  his  securities 
be  such  as  the  banks  do  not  regard  favour- 
ably, he  must  make  the  best  terms  he  can 
for  himself,  though  there  can  be  no  harm 
in  his  remembering,  when  he  is  paying 
very  high  rates,  that  a  "  little  tour "  might 
result  in  their  reduction  ;  but  this  matter  has 
been  dealt  with  in  my  previous  volumes. 
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"touting    I5ANK    AGPINTS" 

WnKN  a  tradesman  opens  a  shop  in  a  town 
he  receives  a  call  from  some  half-dozen  toiit- 
in^f  bank  manajjers,  each  of  whom  introduces 
himself  as  the  manaj^er  of  such-and-such  a 
tirm  or  company,  and  after  a  few  airy 
remarks  about  the  state  of  trade  and  the 
weather,  proceeds  to  dwell  upon  the 
proximity  of  his  bank  to  the  said  shop. 

"Just  round  the  corner,  near  the  clock," 
he  says.  "You  will  find  my  bank  very  con- 
venient, and  my  youn^^  men  most  attentive 
and  obliij^inj^.  Our  cashiers  are  selected  on 
account  of  their  nice  bank  manners.  We 
train  them  from  their  youth  up  ;  and  they 
are  as  discreet  as  judges  and  as  slippery  as 
eels." 

If  the  tradesman  mentions  terms,  each 
assures    him    that    he  can    arrange    those  a 
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"little"  cheaper  than  his  rivals,  that  if  he 
keeps  an  average  creditor  balance  of  about 
;^50  no  commission  will  be  charged,  pro- 
vided the  turnover  is  not  very  large.  And 
how  friendly  they  all  are  !  What  an  interest 
they  appear  to  take  in  their  "highly  re- 
spected "  clients.  The  clerks  are  all  sworn 
to  secrecy ;  and,  in  short,  the  customer  must 
consider  himself  among  friends,  who  study 
his  interests  in  every  way.  He  must  not 
mistake  them  for  relations. 

Should  a  retired  person  take  a  large  house 
in  a  town,  the  managers  put  on  their  Sunday 
tall  hats  in  his  honour,  arm  themselves  with 
sticks,  and  call  upon  him  after  breakfast  in 
their  "  official "  war-paint,  when  each  hopes 
that  he  may  have — er,  the  pleasure  of  con- 
ducting his  account.  They  dwell  upon  the 
attractions  of  the  town,  the  strength  of  their 
respective  banks,  and  the  beauty  of  the  sur- 
rounding country. 

Perhaps  a  certain  manager  of  the  old 
school  may  think  it  beneath  his  banking 
dignity  to  call  in  person,  so  he  either  sends 
a  clerk  with  nice  bank  manners  or  else 
writes  a  letter,  with  which  he  encloses  a 
copy  of  the   Report  of  his   bank.     Certain 
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passages  in  the  said  letter  are  sometimes 
underlined,  in  order  that  the  reader  may 
pause  there  and  reflect  upon  the  solid 
advantages  the  bank  affords  its  customers. 

"Our  safes  are  commodious,"  wrote  a 
certain  bank  manager,  "  and  we  should  be 
happy  to  take  charge  of  either  plate  or  boxes 
quite  free  of  expense.  This  bank  is  so  well 
known  and  respected  that  I  feel  there  is  no 
occasion  for  me  to  draw  your  attention  to 
our  exceptionally  strong  position  in  the 
financial   world." 

There  is  a  touch  of  the  poetic  here.  That 
manager  must  have  composed  verse  in  his 
early  youth.  How  is  it  that  the  joint-stock 
companies  have  not  yet  thrown  up  a  bank 
poet  ?  But  surely  the  vocation  would  be  a 
dangerous  one  ;  for  if  the  Board  got  an  ink- 
ling to  the  effect  that  either  a  clerk  or  a 
porter  was  writing  bank  poetry,  he  would  be 
sacked  immediately  lest  his  dangerous  gift 
should  discredit  the  company,  for  it  would 
be  so  exceedingly  awkward  if  he  discovered 
words  that  would  harmonise  with  Benjamin 
Moses,  Chairman. 

When  a  customer's  securities  are  good 
and  abundant,  a  touting  bank  agent  cannot 
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do  him  much  harm,  because  he  can  always 
transfer  the  account  with  ease ;  but  it  is 
otherwise  when  a  man,  tempted  by  specious 
promises,  changes  his  banker,  and  then  dis- 
covers that  the  agent  who  persuaded  him  to 
make  the  move,  knowing  that  he  has  him 
in  his  power,  puts  on  the  screw  and  in- 
creases his  expenses. 

A  few  such  cases  have  been  brought 
under  my  notice  by  correspondents  and 
readers  of  my  books,  and  I  will  select  two 
of  the  worst.  It  must  be  clearly  understood 
that  I  have  not  verified  the  facts,  but  that 
they  are  stated  here  solely  upon  the  authority 
of  my  correspondents,  whose  names  I  have. 
With  their  consent  (and  I  do  not  think  they 
would  object)  any  reader  can  be  put  in 
communication  with  them. 

The  first  is  a  very  sad  case.  A  gentle- 
man, after  reading  one  of  my  books,  wrote 
to  me,  and  by-and-by  he  asked  me  to 
meet  him  in  the  City.  This  I  did.  His 
case,  it  appears,  had  been  taken  up  by  a 
newspaper ;  but  beyond  the  exposure  for 
the  bank,  he  did  not  personally  derive  any 
help  in  his  endeavour  to  get  compensation 
from  the  banking  company. 
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The  gentleman  one  clay  received  a  touting 
letter  from  a  bank  manager,  enclosing  a  copy 
of  the  company's  balance-sheet,  and  stating 
that  the  manager  would  be  happy  to  receive 
a  call  from  him.  He  did  call,  and  he  never 
took  a  more  unfortunate  step  in  his  life,  for 
in  the  eml  he  found  himself  stripped  of 
every  penny  he  possessed. 

He,  U)  make  a  long  story  short,  trans- 
ferretl  the  account,  and  the  manager  made 
him  liberal  advances  against  house  property, 
so,  at  first,  the  customer  had  more  money 
with  which  to  trade,  and  his  business  pros- 
pects looked  very  hopeful.  He  estimates 
that  his  assets  then  amounted  to  about 
;^  14,000,  and  that  his  business  brought  him 
in  about  ^^1500  a  year. 

Suddenly  the  bank  requested  the  customer 
to  pay  off  his  indebtedness  within  eight 
days,  without  any  previous  notice  ;  and  as 
he  only  possessed  bricks  and  mortar,  they 
quite  well  knew  that  they  had  set  him  an 
impossible  task.  Their  liberal  advance,  in 
fact,  ruined  him,  for  he  could  only  realise 
at  a  tremendous  loss,  and  his  securities  were 
not  such  as  any  other  bank  would  regard 
favourably. 
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Naturally  enough  the  customer  failed  to 
pay  off  the  debt  within  the  time  stipulated, 
whereupon  the  bank  instructed  their  soli- 
citors, won  the  action  with  costs,  and  issued 
a  writ.  Then  began  a  struggle  between  the 
customer  and  the  bank.  Solicitors'  costs 
speedily  increased  his  debt,  for  they  were 
heaped  up  on  a  lavish  scale,  and  at  last  the 
customer  was  reduced  to  poverty. 

I  suggested  that  his  case  was  one  of 
simple  recovery  of  a  debt,  but  this  he 
emphatically  denied,  and  did  not  hesitate 
to  accuse  the  bank  of  conspiracy,  alleging 
that,  unknown  to  him,  the  solicitor  who 
fought  his  case  was  intimately  connected 
with  the  bank.  Even  were  he  not,  the 
customer  was  most  brutally  treated ;  and 
if  he  were,  then  no  words  of  mine  are 
required. 

This  gentleman  asked  me  to  take  up  his 
case,  and  of  course  I  explained  to  him  that 
I  was  a  mere  nobody  who  got  his  living  by 
writing  books  for  a  profit — about  as  unsatis- 
factory a  position  as  a  man  can  possibly  find 
himself  in,  for,  next  to  the  bankers,  the 
greatest  Jews  I  know  are  the  publishers, 
though  authors'  agents  run  them  pretty  close. 
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Havini;  failed  to  j^ain  help  throu^^h  the 
publication  of  his  grievance,  the  customer 
called  upon  certain  well-known  philanthro- 
pists who  make  a  business  of  exposing 
particular  scandals  ;  but  bankint^,  it  ap- 
peared, was  a  kind  of  mud  in  which  none 
of  them  c(juld  dabble  at  a  profit.  IJttle 
domestic,  political,  society,  royal  scandals 
they  would  be  happy  to  entertain,  but  a 
bankin<^  scandal  seemed  outside  their  usual 
philanthropic  routine.  Besides,  a  large  bank 
might  show  fight,  and  it  is  so  much  safer 
to  kick  some  poor  wretch  who  is  afraid  to 
lift  up  a  finger  in  return. 

From  this  quarter  the  customer  obtained 
philanthropic  sympathy.  Modern  philan- 
thropy, it  would  appear,  is  closely  connected 
with  modern  civilisation.  Philanthropy  is 
a  kind  of  brass  band  which  is  played 
fortissimo  in  order  to  drown  the  shrieks 
of  the  victims  of  civilisation, 

I  confess  that  my  heart  bled  for  this 
customer,  that  I  believed  his  story,  and 
that,  could  I  have  assisted  him,  I  would 
have  done  so;  but,  on  the  other  hand,  I  knew 
that  any  humble  effort  on  my  part  would 
have  resulted   in   failure,  and,  consequently. 
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would  have  done  his  case  more  harm  than 
good. 

Here  is  a  man  past  middle  life,  ruined, 
obliged  to  live  in  rooms  apart  from  his 
family,  through,  he  declares,  a  gross  in- 
justice done  him  by  a  large  Imnk ;  and  if 
any  philanthropist  would  like  to  inquire 
into  the  truth  of  his  accusations,  I  believe 
that  he  would  be  only  too  glad  to  have  his 
evidence  sifted  to  the  bottom.  However, 
I  do  not  suppose  for  one  instant  that  the 
philanthropist  will  be  forthcoming.  One  has 
to  fight  one's  own  battle  in  this  world. 

My  second  illustration  is  supplied  by  a 
customer  of  a  purely  provincial  banking 
company.  He  resides  in  a  small  country 
town  of  some  five  thousand  inhabitants ; 
and  as  there  are  only  two  banks  in  the 
place,  one  would  think  that  competition 
cannot  be  very  keen  thereat. 

At  the  period  in  question  one  was  a  large 
firm  of  private  bankers,  who  have  since 
turned  their  business  into  a  company  ;  and 
my  correspondent,  when  his  father  died, 
opened  an  account  with  this  firm,  which 
charged  him  5  per  cent,  per  annum  interest  on 
his  overdraft  and  i  per  cent,  on  his  turnover. 
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But  the  joint-stock  opposition  b;ink  pos- 
sessed an  indefatig.ihlc  agent,  whom  we 
will  call  Mr  Smith,  a  gentleman  (writes  my 
correspondent)  who  washes  his  hands  in 
imaginary  water  with  invisible  soaj).  I 
know  the  breed  quite  well.  Mr  Smith, 
apparently,  possessed  a  nice  bank  smile  and 
good  bank  manners.  He  was  constantly 
asking  the  customer  of  his  rival  to  move 
his  account,  would  point  out  that  his  bank 
was  so  much  nearer  the  customer's  place  of 
business,  and  then,  lowering  his  banking 
voice,  he  would  hint  mysteriously  that  his 
directors  would  work  the  account  a  little 
cheaper. 

The  customer's  experience  of  bank 
managers  in  those  early  days,  he  regrets 
to  say,  was  small,  and  he  unfortunately 
yielded  to  the  blandishments  of  the  artful 
Mr  Smith,  to  whose  bank  he  transferred 
his  account.  The  firm  of  private  bankers 
certainly  had  to  contend  with  the  worst 
kind  oi  sneak  at  the  opposition. 

At  the  end  of  the  first  half-year  the 
customer    noticed    a    larcre    increase    in     his 
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charges ;     but    he   was    in    a    fix,    as,    so    to 
speak,    he    had    burned    the    bridge    behind 
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him.  We  know  that  there  are  only  two 
banks  in  the  place  ;  and  he  naturally  did 
not  like  to  return  to  the  old  firm.  Mr 
Smith,  too,  was  evidently  quite  aware  of 
that  fact.  Having  caught  his  fly,  and 
knowing  that  his  net  was  pretty  strong, 
he  proceeded  to  satisfy  the  appetite  of  his 
Board.  Unfortunately  for  him,  that  fly 
turned  out  to  be  a  wasp  in  disguise,  and 
it  stung  his  banking  fingers  somewhat 
severely. 

"Things,"  writes  the  customer,  "got  so 
hot  that  I  tried  to  reason  with  them."  But 
Mr  Smith,  who  had  developed  an  appetite, 
refused  to  listen  to  reason.  He  wanted 
something  much  more  solid  than  reason — to 
wit,  cash.  The  nice  bank  smile  faded 
from  his  lips,  and  the  customer  was  told 
that  if  he  were  not  satisfied  he  might  close 
the  account.     But  to  whom  could  he  take  it  .-* 

The  terms  were  not  only  stated  verbally, 
but  they  were  confirmed  by  letter ;  yet  the 
customer  found  that  instead  of  i  per  cent, 
commission  being  charged,  as  arranged,  he 
was  paying  i ;  and,  to  make  matters  worse, 
a  i  was  also  charged  upon  the  debit  balance 
brought    forward,    upon    which,    of    course, 
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commission    had    already    been    paid,    thus 
makin^^  I   per  cent,  on  that  item. 

Surely  Mr  Smith  mi^ht  have  rested 
satisfied  with  this!  Not  a  bit  of  il !  The 
gentleman's  appetite  was  positively  insati- 
able, for  the  client  discovered  that  he  was 
being  charged  three  days'  interest  upon  all 
cheques  he  paid  to  the  credit  of  his  account 
into  the  bargain. 

The  customer,  upon  making  this  dis- 
covery, felt  that  the  last  straw  had  been 
placed  upon  the  camel's  back,  and  he  wrote 
to  Mr  Smith,  who,  however,  did  not  con- 
descend to  reply,  so  he  determined,  at  all 
cost,  to  get  out  of  his  clutches.  The  ac- 
count was  closed,  but  at  a  considerable 
sacrifice ;  and  thinking  that  he  had  been 
cruelly  treated,  the  client  df-termined  to  ex- 
pose the  bank. 

With  this  objective  he  consulted  his 
solicitor,  who  gave  him  remarkably  shrewd 
advice.  He  told  his  client  that  althoucrh 
he  was  perfectly  right  it  would  be  folly  to 
take  action  against  the  bank,  as  the  County 
Court  judge  would  certainly  not  rule  in  his 
favour  against  a  large  and  important  banking 
company, 
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His  client,  however,  was  bent  upon  show- 
ing up  the  bank's  conduct,  so  the  solicitor 
advised  him  to  enter  for  a  small  amount 
and  thus  bring  the  costs  on  the  lower 
scale.     This  the  client  very  wisely  did. 

When  the  case  was  heard,  Mr  Smith 
swore  on  oath  that  he  had  never  written 
the  customer  on  the  subject.  His  letters 
were  put  in,  confirming  the  terms  verbally 
arranged. 

"I  need  hardly  say  how  he  looked," 
writes  my  correspondent.  "  The  bank's 
advocate  sat  down  and  confessed  that  the 
letters  were  fatal  to  his  case.  But,  in  spite 
of  this,  the  judge  summed  up  by  saying, — 

" '  I  cannot  see  that  any  special  terms 
were  entered  into.  I  therefore  nonsuit  the 
plaintiff.' " 

"A  bargain,"  my  informant  pertinently 
continues,  "  thus  ceased  to  be  a  barofain." 

A  London  paper,  noticing  this  case, 
remarked, — 

"  A  County  Court  judge  ruled  that  it  was 
legal  for  a  bank  to  charge  a  commission  on 
a  debit  balance  brought  forward  on  a  bank- 
ing account  as  for  cheques  written." 

Another  London  paper  said, — 
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"  In  nonsuiting  the  plaintiff  his  Honour 
held  that  banking  companies  were  entitled 
to  charge  {-  per  cent,  commission  twice  a 
year  on  a  debit  balance  brought  forward 
in  a  banking  account,  in  addition  to  ^  per 
cent,  commission  on  cheques  written,  and 
one  (three  ?)  day's  interest  on  all  amounts 
paid  into  a  branch  bank — a  decision  which 
cannot  be  too  widely  made  known." 

The  customer  certainly  did  his  best  to 
disseminate  the  information,  and  he  writes 
that,  the  year  after  his  exposure,  the  bank's 
dividend  was  reduced  from  17  to  13  per 
cent.,  and  that  the  13  was  still  further 
reduced  to  10,  from  the  fact,  he  believes, 
that  many  of  their  customers  began  to 
stipulate  for  terms. 

The  customer  entered  the  web  a  fly 
whose  faith  in  bank  managers  was  almost 
childlike,  but  he  came  out  a  wasp — a  wasp 
among  the  bankers.  After  sendino-  about 
twenty  letters  to  the  agent,  to  none  of 
which  he  received  a  reply,  his  Christian 
forbearance  broke  down  and  he  sued 
them,  with  the  results  aforesaid.  I  fancy 
that  he  is  quite  satisfied. 

Another  very  interesting  little  fact  came 
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out  durinof  the  cross-examination  of  the 
manager,  who  was  compelled  to  confess 
that  he  did  not  believe  that  iVth  per  cent, 
of  the  bank's  customers  either  did,  or 
could,  check  their  charges.  It  certainly 
seems  high  time  that  they  learned  how ; 
and  my  correspondent,  I  know,  is  as 
anxious  as  I  to  teach  them.  We  are  both 
on  the  warpath.  Indeed,  my  table  is 
covered  with  letters  from  wasps  attacking 
the  numerous  hives  (limited)  of  the  busy 
banking  bees. 

There  are  in  this  case  one  or  two  points 
which  are  of  great  importance  to  the  cus- 
tomer, and  I  therefore  purpose  explaining 
them  minutely.  We  have  seen  that  the 
bank  charged  J  per  cent,  on  the  amount 
forward  at  the  end  of  the  half-year,  and 
that  the  County  Court  judge  decided  in 
their  favour. 

The  banks,  when  they  rule  off  their  books, 
carry  forward  the  balance  to  the  next  half- 
year  or  quarter,  as  the  case  may  be.  Now, 
this  is  a  mere  balance,  which,  for  bookkeeping 
purposes,  is  extended  during  the  periods  in 
question ;  consequently  the  customer  has 
already  paid  |-   per   cent,   thereupon.     The 


"Touting  Bank  Agents"  117 

banks,  then,  are  entitled,  when  they  rule 
off  their  books,  to  charge  upon  figures  they 
extend  for  the  purpose  of  balancing  them. 
If,  then,  they  ruled  off  the  pass-book  once 
a  month,  they  would  be  at  liberty  to  charge 
upon  the  entry,  to  make  the  customer  pay, 
twelve  times  a  year,  commission  upon  a 
sum  of  money  or  balance  which  is  a  simple 
book-entry,  and  upon  which  he  has  already 
paid.  The  very  idea  is  positively  ludicrous, 
yet  my  correspondent,  on  his  own  show- 
ing, paid  ^  on  his  turnover,  and  another 
J-  on  this  balance  or  bouk-cntry.  Nobody 
but  a  fool  expects  justice  ;  but  is  this  law  ? 
Can  a  bank  charge  ^  on  a  balance  which  it 
brings  forward  for  its  own  convenience,  and 
which  has  nothing  whatever  to  do  with  the 
turnover  of  a  customer's  account  ? 

For  instance,  suppose  you  open  an  account 
with  a  bank.  Your  turnover  for  the  half- 
year  is  ;i^20,ooo,  and,  having  arranged  to 
pay  the  bank  i  commission  thereupon,  you 
are  debited  ^^25.  The  banker  then  rules 
off  his  books,  and  in  order  to  make  both 
sides  agree,  he  brings  down  your  debit 
balance  of,  say,  £^000.  This  he  carries 
forward   to    the   next  half-year.      Obviously 
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you  have  already  paid  him  £6,  5s.  there- 
upon ;  and  if,  at  the  end  of  the  next  half- 
year,  he  includes  this  balance  of  ;^5000  in 
your  turnover,  and  charges  you  \  on  it, 
then  he  has  robbed  you  of  £6,  5s.  If  he 
can  do  this  legally,  then  I  say  it  is  legal 
stealing,  but   I   do  not  believe  that  he  can. 

As  a  matter  of  fact,  very  many  banks 
charge  commission  upon  debtor  balances 
brought  forward ;  and  the  customer,  by 
carefully  checking  his  charges,  should  detect 
this  fraud  and  demand  that  his  account  be 
credited  with  the  surcharge. 

We  next  come  to  the  three  days'  interest 
which  some  banks  charge  upon  all  cheques 
paid  to  the  credit  of  a  banking  account, 
though,  in  some  instances,  this  charge  is 
made  upon  the  total  sum  paid  to  the  credit 
of  the  account  during  the  half-year. 

The  banker  argues  thus  : — 

The  customer,  when  he  pays  a  country 
cheque  to  his  credit,  which  is  drawn  upon  a 
country  bank  at  a  distance,  receives  credit 
for  it  at  once  ;  whereas  he  (the  banker)  does 
not  get  the  money  until  the  document  is 
cleared.  This  process,  he  further  says,  takes 
three   clear   days,    and    in   order  to  recoup 
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himself  he  is  compelled  to  charj^e  the  cus- 
tomer three  clays'  interest  thereupon. 

Suppose  that  a  man  at  Bournemouth  paid 
in  a  cheque  for  ;^50on  Norwich  to  the  credit 
of  his  account  at  the  former  place  on  a  Mon- 
day. The  aj^ent  despatches  it,  amonjj;  others, 
the  same  day  to  London,  where  it  arrives 
on  the  Tuesday  followincj,  and  is  presented 
at  the  ClearinL,^  House  to  the  agents  of  the 
Norwich  Bank.  The  said  aqents  send  off 
the  cheque  on  Tuesday  to  the  bank  upon 
which  it  is  drawn.  They  get  it  on  the  Wed- 
nesday ;  and  if  it  be  dishonoured,  then  it  is 
returned  to  the  banker  at  Bournemouth,  who 
receives  it  on  the  Thursday.  Between  Mon- 
day and  Thursday,  you  will  observe,  there 
are  three  clear  days. 

This,  when  the  customer  protests,  and  not 
until,  the  manager  carefully  explains.  These 
are  the  facts,  and  you  cannot  get  away  from 
them.  You  can  see  that  the  banker  lets  you 
have  the  use  of  the  money  three  days  before 
he  himself  gets  it,  and  you  are  disposed  to 
think  that  the  charge  is  a  fair  one.  Hut 
these  are  only  banking  facts,  and  banking 
facts  are  often  lies  in  disguise. 

We  will  now  discuss  the  real,  sober  facts 
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as  distinguished  from  the  manager's  banking 
facts ;  and  it  will  be  at  once  apparent  that, 
though  the  gentleman  spoke  the  banking 
truth,  he  omitted  to  state  another  unim- 
portant little  detail,  which,  however,  quite 
vitiates  his  claim  to  three  days'  interest. 

On  Tuesday,  we  have  seen,  the  cheque 
was  presented  at  the  Clearing  House.  Now, 
every  "clearing"  bank  keeps  an  account 
with  the  Bank  of  England,  and  at  the  end  of 
the  day  accounts  are  squared  in  the  books  of 
the  bank ;  so,  upon  closer  inquiry,  it  is  evi- 
dent that  the  ;^50  is  standing  to  the  credit  of 
the  agents  on  the  day  following.  It  is  quite 
true  that  the  bank  at  Bournemouth  would 
not  know  the  "  fate  "  of  the  cheque — that  is 
to  say,  whether  it  were  honoured  or  not — 
until  three  clear  days  had  elapsed,  but  that  is 
quite  another  matter. 

Should  the  cheque  in  question  be  refused 
at  Norwich,  Bournemouth  gets  it  again  on 
the  Thursday  direct  from  the  bankers  upon 
whom  it  is  drawn.  But  we  have  seen  that 
Bournemouth's  agents  were  credited  with  the 
amount  on  Tuesday,  therefore  they  must 
refund  it  to  the  agents  of  the  Norwich  Bank  ; 
and  this  is  arranged  by  passing  a  slip  through 
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the  Clearing  House.  After  three  clear  clays 
all  outstanding  country  cheques  are  assumed 
to  be  paid. 

A  branch  bank,  therefore,  whose  head 
office  has  a  desk  at  the  Clearing;  House, 
remits  its  cheques  to  the  London  office, 
which  takes  them  to  the  "  House"  the  next 
day,  and  settles  through  the  Bank  of  Eng- 
land upon  the  same  day  they  are  re- 
ceived. The  bank,  then,  loses  one  day 
upon  such  cheques,  so  why  does  it  charge 
three  ? 

The  customer,  of  course,  should  refuse  to 
pay  this  charge.  He  will  see  from  the  above 
illustration  that  "banking"  facts  should  not 
be  accepted  too  readily.  The  business  of  a 
banker,  in  reality,  is  an  extremely  simple 
one,  and  the  "mystery"  which  has  been 
introduced  therein  is  merely  a  little  "  Scotch  " 
mist,  intended  to  serve  as  a  screen  between 
the  banks  and  their  customer.s.  This  book, 
I  hope,  will  speedily  dissipate  it,  "  Scotch  " 
mist  is  rather  prevalent  in  some  quarters  of 
the  City.  Offices  are  kept  open  till  past 
10  p.m.,  and  young  men  are  heard  to  regret 
that  England  is  not  run  for  the  English  and 
to  express  a  pious  hope  that  the  good  God 
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will  some  day  send  a  furious  wind  that  will 
carry  it  all  back  north  again. 

There  is  one  other  question  to  which  I 
should  like  to  draw  attention  in  this  chapter. 
Since  the  disappearance  of  the  private 
banker  the  small  trader  has  been  compelled, 
so  to  speak,  to  shift  for  himself.  The  joint- 
stock  banks,  unless  he  can  produce  tangible 
securities,  will  not  look  at  him  when  he  wants 
an  overdraft,  though  they  are  always  ready 
to  open  small  creditor  current  accounts. 

The  manager  will  not  listen  to  any  scheme, 
however  promising  it  may  sound.  If  he  did 
listen  it  would  be  just  the  same,  for  were  he 
to  suggest  financing  a  poor  man  to  his  direc- 
tors, their  astonishment  would  be  so  great 
that  they  might  recommend  that  some  inquiry 
should  be  made  with  reference  to  the  state  of 
his  mind.  Now,  the  private  banker  occa- 
sionally did  lend  his  ear  to  the  plans  of  push- 
ing men,  and  if  he  believed  in  them  and  their 
schemes  he  would  sometimes  finance  them ; 
and  in  this  manner,  though  he  charged  for 
his  risk,  he  undoubtedly  made  the  fortunes 
of  many  of  his  clients. 

He  subscribed  liberally  to  local  institutions 
and  to  local  charities.     He  spent  his  money 
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freely  in  the  place,  and,  so  far  as  the  small 
man  of  business  is  concerned,  he  is  undoubt- 
edly a  loss.  On  the  other  hand,  the  rich 
man  can  arrange  better  terms  with  the  com- 
panies, whose  resources  are  abundant,  and 
whose  system  is  well  adapted  to  his  require- 
ments. Further,  it  eliminates  the  speculative 
element  aforesaid  and  makes  banking  a  safer 
business. 

There  is  much  to  be  said  for,  and  much  to 
be  urged  against,  the  method  of  the  private 
banker ;  but  it  cannot  be  denied  that  he 
often  befriended  his  small  clients,  and  that 
is  the  only  point  raised  in  this  chapter. 

The  companies  have  reduced  banking  to 
routine,  have,  as  far  as  possible,  struck  out 
the  personal  element  from  the  system,  and 
they  look  more  to  the  nature  of  the  securities 
than  to  the  business  qualifications  of  their 
clients.  Doubtless  the  character  and  ability 
of  a  borrower  are  considered,  but  they 
would  not,  like  the  old  private  banker,  run 
any  risk  wiih  him  if  his  securities  were 
unsatisfactory.  There  is  no  place  in  their 
system  for  the  small,  hardworking  man. 
Then  why  are  not  small  "Tradesmen's 
Banks"    established     in    the    provinces    to 
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supply  this  demand  ?  Surely  every  town 
of  over  20,000  inhabitants  could  support 
such  an  institution,  which  would  supply  the 
place  of  the  private  banker,  farm  a  field 
which  is  now  neglected,  and  prove  an 
incentive  to  local  industries. 

Again,  why  should  we  not  have  Miners' 
Banks,  Agricultural  Banks,  Fishermen's 
Banks,  and  so  on.  I  see,  from  a  balance- 
sheet  before  me,  that  the  Yorkshire  Penny 
Bank  has  accumulated  over  twelve  and  a 
half  millions  of  deposits.  Here  then  is  an 
illustration  of  the  immense  power  which  may 
result  from  the  collection  of  small  deposits. 
Now,  why  cannot  the  workers  in  the  various 
trades  start  such  a  bank  of  their  own,  and 
manage  it  themselves,  carefully  excluding 
the  political  and  religious  elements  ? 

As  the  deposits  grew  they  could  be  care- 
fully invested  in  desirable  securities,  which 
would  give  the  depositors  a  fair  return  on 
their  money.  Then,  at  the  right  moment, 
the  Miners'  Bank  might  buy  a  mine,  which 
would  be  worked  by  miners  for  their  sole 
benefit.  Surely  this  is  practical  socialism  ; 
and  by  what  other  means  can  the  men  ac- 
cumulate capital,  provide  pensions  for  their 
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old  acje,  and  stay  the  spoliation  of  the 
dividend-grabber  and  the  capitalist? 

If  they  wish  to  improve  their  position, 
then  they  will  have  to  act  for  themselves  ; 
for  neither  political  party  cares  one  rap  about 
either  their  bodies  or  their  immortal  souls, 
though  both  are  ready  to  make  a  bid  for 
their  votes.  It  seems  to  me  that,  by  estab- 
lishing their  own  banks,  each  trade  could,  in 
time,  start  a  factory,  a  mine,  a  business. 
The  depositors  of  the  banks  would  be  the 
workers,  and,  of  course,  the  profits  would  be 
divided  among  them  in  the  shape  of  interest. 
Under  such  a  system  there  would  be  no 
strikes.  And  how  easy  to  start  a  fund  for 
the  provision  of  old-age  pensions. 

It  is  astonishing  how  rapidly  deposits  ac- 
cumulate, how  speedily  shillings  become 
pounds,  and,  very  probably,  did  the  workers 
in  a  particular  industry  determine  to  start  a 
bank,  to  be  run  by  themselves  for  themselves, 
such  an  institution,  were  it  popular  among 
them,  would  do  for  them  what  their  votes 
have  failed  to  accomplish — to  wit,  make  them 
independent  of  the  capitalists. 

Capital,  we  are  told,  is  the  savings  of 
labour.     These  savings  would  be  accumulated 
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by  the  workers  themselves  in  a  storehouse 
of  capital,  a  bank  which,  when  it  was  suffici- 
ently strong,  would  enable  the  workers  to 
establish  a  business  and  to  compete  against 
the  masters  with  their  own  savings.  Where 
would  the  high-salaried  officials  of  the  Trusts 
be  then  ?  What  would  become  of  the  poor 
millionaires  ?  And  the  business  philanthro- 
pists, who  play  the  brass  band  on  the  car 
of  Civilisation — what  would  they  do  for  a 
living  ?  And  the  Kings  and  Lords  and 
Dukes  and  Bishops  who  draw  the  car — how 
could  they  earn  their  daily  bread  ? 

For  instance,  railway  servants  might  form 
a  bank  with  the  objective  of  buying  up 
shares  in  the  company  which  employed  them, 
thereby  getting  a  voice  in  its  management 
by,  shall  we  say,  compelling  the  directors  to 
accept  a  working-man  at  the  Board  table. 

There  seems  no  reason  why  every  trade 
should  not  have  its  own  bank  ;  and,  as 
deposits  accumulated,  these  institutions  could 
develop  into  trading  banks,  when  the  workers 
would  at  least  have  the  satisfaction  of 
knowing  that  they  were  working  for  them- 
selves and  their  families.  They  would, 
consequently,    take   more    interest    in    their 
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work,  and  perform  cheerfully  for  themselves 
those  tasks  which  they  now  do  grudgingly 
for  others.  Small  deposits,  in  the  aggregate, 
give  immense  power  ;  and  though,  doubtless, 
there  are  many  difficulties  in  the  way  of  this 
suggestion,  it  seems  possible  that  the  workers, 
by  running  their  own  banks,  could  eventually 
run  their  own  factories. 

However,  this  idea  has  very  little  to  do 
with  the  object  of  my  book,  and  is  only  given 
here  as  an  interesting  possibility. 

The  man  who  possesses  tangible  securities, 
or  whose  balance  is  a  creditor  one,  can 
transfer  his  account  with  impunity,  and  often 
with  very  considerable  advantage  to  himself. 
He  is  quite  independent  of  his  banker,  who 
cannot  possibly  put  on  the  screw,  for  the 
simple  reason  that  any  opposition  bank  would 
readily  accept  the  account.  It  is  he  (the 
customer)  who  holds  the  trump  cards  ;  and 
if  he  thinks  his  banker  is  getting  too  much 
out  of  him  he  has  simply  10  play  them. 

But,  as  my  illustrations  clearly  show,  it  is 
otherwise  when  a  touting  bank  manager 
takes  over  an  account  which  he  knows  his 
rivals  would  hesitate  to  consider.  Then  he 
sometimes,  knowing  that  the  client  is  in  his 
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clutches,  piles  on  the  interest  and  commis- 
sion, and  the  customer  has  to  grin  and  bear 
it.  Very  many  men  who  find  themselves 
in  this  fix  are  bled  in  an  unconscionable 
manner. 

As  in  my  second  illustration,  when  they 
protest,  the  agent  retorts  that,  if  they  are 
dissatisfied,  they  must  close  the  account ; 
and,  of  course,  they  are  compelled  to  submit 
to  his  extortions. 

Upon  looking  through  the  pile  of  letters 
in  front  of  me  I  find  another  from  my  second 
correspondent,  and  perhaps  a  few  extracts 
therefrom  may  prove  useful,  as  it  so  clearly 
shows  the  necessity  of  carefully  checking 
one's  charges. 

"A  Mr  Hall"  (fictitious  name)  "asked  me 
to  check  his  banking  account,"  he  writes,  "as 
he  was  under  the  impression  that  they  had 
'  done '  him  too  much.  I  found  that  ^  com- 
mission had  been  charged  instead  of  I  accord- 
ing to  promise. 

"  I  then  went  through  all  his  pass-books 
from  the  beginning,  with  the  result  that 
during  the  first  four  half-years  i  had  been 
charged,  but  ever  afterwards  ^." 

Mr  Hall,  when  the  result  was  made  known 
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to  him,  hesitated  to  approach  the  agent ;  but 
my  correspondent  persuaded  him  to  write 
and  remind  the  aorent  that  the  arrancjement 
was  5  per  cent,  per  annum  interest  on  daily 
balances,  and  ^  per  cent,  on  cheques  (the 
turnover). 

The  manager's  reply  was  characteristic  of 
the  breed  which  joint-stock  banking  has  in- 
troduced into  a  once  honourable  business  : — 

•'On  looking  at  your  account  I  find  you 
have  had  a  rather  large  turnover,  and,  conse- 
quently, credit  your  account  with  ;/"  s.  d." 
("  I  can't  remember  the  amount,"  adds  my 
informant.) 

This  answer  is  both  cunning  and  stupid  ; 
but  one  would  hardly  call  the  fox  an  intelli- 
gent animal.  The  customer,  I  take  it, 
accused  the  manager  of  bad  faith,  of 
deliberately  increasing  his  commission  rate 
100  per  cent,  without  reason  and  without 
notice,  and  further,  of  disguising  the  said 
increase  in  his  pass-book.  If  this  were  done 
intentionally  then  the  manager  was  a  common 
thief.  One  can  feel  a  certain  amount 
of  respect  for  a  man  who  breaks  the  law 
and  risks  his  skin  in  so  doing,  but  the  man 
who  deliberately  cheats  his  clients,  and  then, 
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when  his  theft  is  discovered,  shelters  himself 
behind  "  little  mistakes  which  shall  at  once 
be  rectified,"  is  no  better  than  an  area  sneak. 

By  granting  a  rebate  the  manager  allowed 
that  he  had  overcharged  his  client,  and,  of 
course,  his  letter  was  an  admission,  to  put  no 
other  construction  upon  it,  that  he  charged 
his  ledgers  very  carelessly  —  so  carelessly 
that  his  customers  would  be  well  advised  to 
check  his  calculations  most  carefully  ;  for,  on 
his  own  showing,  they  are  thoroughly  un- 
reliable. His  admission  seems  an  unfortunate 
one,  as,  in  his  frantic  endeavour  to  evade 
explaining  the  sudden  jump  from  1  to  ^  in 
his  customer's  commission  rate,  he  appears, 
like  the  much-cooked  fish  in  the  fable,  to 
have  leaped  clean  out  of  the  frying-pan  slap 
into  the  fire. 

I  have  always  been  struck  by  the  wisdom 
of  that  much-cooked  fish,  for  a  speedy 
termination  to  its  agony  seems  so  much 
more  desirable  than  a  protracted  simmering 
to  death  in  a  pool  of  slime,  at  the  hands  of 
an  experienced  cook,  and  the  tragic  leap, 
which  ended  so  fatally,  when  regarded  philo- 
sophically from  a  detached  point  of  view, 
appears  to  have  been  inspired  by  a  merciful 
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Providence  shocked  by  the  brutality  of  the 
cook.  In  a  like  manner  some  men  find  this 
much-policed  world  so  exceedingly  uncom- 
fortable that  they  deliberately  cast  themselves 
into  the  element  which  the  fish  quitted  with 
the  utmost  reluctance,  and,  possibly,  not 
without  a  struggle ;  and  let  us  not  be  so 
inhuman  as  to  suggest  that  they,  too,  have 
gone  out  of  the  frying-pan  into  the  fire. 

My  correspondent  calls  this  institution 
the  ''Southdown  Banking  Company,"  and 
quaintly  remarks,  ''  Southdown  sheep  have 
black  legs."  That  is  extremely  interesting, 
but  it  seems  to  me  that,  for  the  sake  of 
decency,  the  directors  of  the  *'  Southdown 
Banking  Company"  should  impress  upon  its 
manager  the  desirability  of  hiding  them  from 
a  too  curious  world ;  for  it  is  somewhat 
remarkable  that  so  accomplished  a  bank 
clerk  should  expose  the  defect  aforesaid  in 
so  brazen  a  manner.  As  my  correspondent 
seems  to  imply,  for  the  sake  of  example,  he 
ought  to  wear  white  stockings  over  them. 

I  myself,  some  two  years  ago,  accused 
bank  managers  of  practising  tricks  upon  un- 
suspecting clients,  and,  at  the  time,  my 
charges    were    indignantly    denied ;    yet    I 
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never  made    such  damaging   statements    as 
those  vouched   for  by  their  own  customers. 
I  do  not  say  that  all  the  banking  companies 
behave  in  this  disgraceful  fashion,  because  I 
have  not  the  documents  to  prove  my  words, 
but  I  hold  evidence  that  some   of  them  do  ; 
and   if   these  statements  are    denied,    I    am 
prepared  not  only  to  substantiate  them,  but 
to  add  others  to  the  list. 
The  moral  is  : — 
"  Check  your  banker's  charges." 
The  precaution  is  a  necessary  one,  and  I 
do  not  think  that  those  persons    who  read 
these  pages  will  neglect  to  take  it. 


CH APT  ER    VI  I 

CREDITOR    ACCOUNTS    IN    THE    PROVINCES 

This  is  an  age  of  cash,  not  of  chivalry,  and, 
for  my  part,  I  fail  to  see  that  the  world  is 
much  the  loser  therefrom  ;  for  it  must  be 
equally  as  unpleasant  to  bow  down  before 
the  vulvar  swaofaer  of  the  knig-ht  as  to  show 
one's  "respect,"  in  a  similar  fashion,  for  the 
large  bank  balances  of  the  millionaires.  The 
bank  manager  never  fails  in  his  "respect" 
for  this  class  of  customer,  whom,  from  his 
youth  up,  he  has  been  trained  to  revere. 
To  him  they  are  the  orthodox  ;  and  he 
makes  them  his  best  bank  bow,  for  the  poor 
man  suffers  sadly  from  the  yellow  fever. 

His  "respect"  for  the  creditor-account 
customer  is  so  great  that,  even  should  he 
have  a  balance  of  ^10,000  at  the  bank,  he 
would  not  dream  of  making  the  suggestion 
that   perhaps  he  would  like  a  little  interest 
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thereupon  ;  but  If  the  customer  raise  the 
question  he  will  find  that,  by  pressing  him 
very  hard,  it  is  possible  to  obtain  ijper  cent, 
below  Bank  Rate  on  his  daily  credit  balances. 
If  the  average  Bank  of  England  rate  for  the 
year  were,  say,  ^3,  los.,  then  his  account 
would  be  credited  ;f  200  during  the  year. 

It  is  generally,  by  the  way,  a  she  who 
keeps  so  large  a  balance ;  and  a  shrewd 
bank  manager  hopes  that,  by  inquiring  very 
tenderly  after  her  health  each  time  she 
enters  his  office,  that  he  will  save  his 
directors  the  ;^200  per  annum  in  question. 
Such  a  dear,  kind,  attentive  man,  she  thinks, 
who  attends  church  regularly,  and  perhaps 
holds  some  "  official  "  position,  such  as  sides- 
man or  churchwarden,  would  not  impose  upon 
her  ;  but  he  does,  even  if  he  be  a  deacon  at 
her  chapel  with  a  long  flowing  beard  as 
white  as  snow. 

A  customer,  whose  account  is  always 
largely  in  credit,  should  insist  upon  receiv- 
ing interest  upon  his  daily  credit  balances  ; 
and  if  the  manager  refuse,  then  he  can  make 
a  "little  banking  tour,"  when  he  will  pro- 
bably find  that  other  agents  in  the  town  will 
be  quite  willing  to  grant  his  application. 


Creditor  Accounts  in  the  Provinces     135 

We  know  that  when  the  Bank  Rate  is  at, 
say,  2,  the  provincial  banks  are  allowing  i^ 
on  deposit ;  and  this  class  of  customer,  if  his 
balance  be  considerable,  should  insist  upon 
receiving  country  deposit  rate  on  his  credit 
balances,  and  not  be  put  off  with  |  by  a 
smiling  bank  agent. 

Any  bank  in  the  place  will  accept  his 
account ;  and  such  being  the  case,  he  should 
endeavour  to  ascertain  the  hiorhest  rates 
which  are  being  allowed  on  large  credit 
balances  ;  and  if  he  discover  a  bank  which 
is  prepared  to  allow  him  i  or  i  per  cent, 
more  than  his  own  banker,  provided  it  be  as 
sound  a  company  as  his  own,  he  surely 
would  be  very  foolish  not  to  transfer  his 
account. 

When  makinor  a  "little  bankine  tour"  of 
this  description,  one  should  not  take  too 
seriously  the  "banking"  facts  glibly  told  by 
the  young  man  behind  the  counter.  The 
person — begging  his  pardon,  the  personage — 
to  see  is  the  agent,  who,  when  one  gets  him 
in  his  private  room,  generally  has  some  offer 
of  a  quite  private  and  confidential  nature  to 
make. 

The  counter  clerk  is   never   armed   with 
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banking  authority.  He  is  a  smug  young 
man,  with  passable  bank  manners,  who  has 
instructions  to  be  most  banking  polite  to  the 
customers,  especially  to  the  ladies,  but  on  no 
account  must  he  assume  the  important 
function  of  agent.  Every  question,  which  is 
in  the  least  suggestive,  he  must  refer  to  the 
latter  worthy — whisper  it  in  his  ear  ;  and  the 
agent,  looking  owl-like  and  grim,  says, — 

"  Show  him  into  my  room." 

Then,  and  not  till  then,  does  the  manager 
take  you  into  his  banking  confidence.  A  local 
magnate,  or  a  person  of  some  local  import- 
ance, whose  account  is  desirable,  can  often 
get  very  good  terms  in  this  manner,  whilst 
if,  for  certain  reasons,  he  does  not  wish  to 
remove  his  account  from  his  own  banker,  the 
information  he  has  acquired  will  enable  him 
to  force  the  hand  of  the  manager. 

When  you  first  request  that  interest  be 
allowed  upon  your  balances,  the  manager 
will  say, — 

"We  never  do  that.  We  only  allow 
interest  upon  deposit  receipt ;  so,  if  you  have 
more  money  standing  to  your  credit  than  you 
are  likely  to  be  using,  why  not  place  the 
surplus  on  deposit  at  interest  ? " 
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Unless  one  examine  his  proposal  closely, 
it  looks  reasonable  enough  ;  for  what  differ- 
ence can  it  make  whether  a  certain  sum  be 
transferred  from  current  account  to  deposit 
receipt,  or  whether  interest  be  allowed  on 
credit  balances  ?  Yet  the  very  fact  that  the 
manager  makes  the  suggestion  proves  that 
he  has  an  ulterior  motive. 

He  knows  that  the  customer  will  soon 
grow  tired  of  continually  making  transfers 
from  one  account  to  the  other,  and  that,  in 
the  end,  his  directors  will  gain  more  by  the 
process  he  recommends.  The  client,  there- 
fore, should  insist  upon  the  interest  being 
calculated  upon  his  credit  balances,  and 
placed  to  his  credit  at  the  end  of  each  half- 
year,  thereby  saving  himself  considerable 
trouble,  and  also  adding  to  the  sum  he 
would  receive  did  he  adopt  the  manager's 
"  disinterested  "  advice. 

When  the  account  is  a  trade  one  the 
customer  should  ask, — 

"  What  balance  must  I  keep  in  order  that 
you  will  work  my  account  free  ?  " 

The  manager  will  tell  him  ;  and,  if  he  be 
satisfied,  he  should  insist  upon  receiving 
interest  at  country  deposit  rate  upon   every 
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pound  in  excess  of  the  amount  agreed  upon 
between  them.  Further,  if  he  thinks  the 
agent  is  asking  too  much,  he  should  en- 
deavour to  bate  him  down  ;  and,  faiHng  that, 
he  might  remember  that  a  creditor  account 
can  often  be  "  toured  "  to  advantage. 

When  the  account  is  a  private  one,  and 
the  turnover  small,  the  customer,  if  his  bal- 
ance be  fairly  large,  should  insist  upon 
country  deposit  rate  without  any  deduction 
whatsoever.  It  is  impossible  to  say  just  what 
rate  of  interest  he  can  obtain,  because  com- 
petition is  fiercer  in  some  towns  than  in 
others ;  and  then,  again,  some  men  know 
how  to  bargain  better  than  others  ;  but  as 
certain  companies  have  at  least  three  rates, 
it  only  remains  to  be  said  that  bank  man- 
agers are  eminently  squeezable.  Above  all, 
do  not  take  for  granted  everything  a  manager 
tells  you.  The  dear  man  is  "banking"; 
and  you  should  confirm  his  statements  by 
inquiries  among  your  friends,  especially 
among  those  who  bank  elsewhere,  whilst  as 
a  last  resort  there  is  the  "  little  banking  tour," 
which  will  often  be  found  so  full  of  banking 
surprises.  As  a  tonic  it  is  confidently  re- 
commended by  the  Bee  to  customers — de- 
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positors,  shareholders,  and  last,  but  by  no 
means  least,  to  directors  themselves.  For 
banking  indigestion  the  Bee's  great  classic 
banking  tour  will  be  found  an  invaluable 
remedy.  A  few  testimonials  from  those  who 
have  derived  benefit  therefrom  will  be  given 
later  on. 

Small  creditor  accounts,  as  has  been 
stated  elsewhere,  are  conducted  free,  pro- 
vided the  customer  keeps  an  average  balance 
of  ^50.  Even  if  the  average  balance  be 
less,  the  customer,  if  he  be  determined  not 
to  pay  commission,  will  probably  find  that 
the  agent  will  give  way.  Indeed,  broadly 
speaking,  he  can  please  himself  in  the 
matter. 

The  banks  certainly  encourage  small 
creditor  accounts,  both  in  London  and  in 
the  provinces,  as  a  certain  number  of  them 
are  pretty  sure  to  develop  favourably ;  and 
as  the  banker  runs  no  risk,  he  is  generally 
prepared,  seeing  that  his  rivals  are  equally 
anxious  to  secure  the  small  man,  to  conduct 
these  accounts  free  of  charge. 

In  the  aggregate  these  small  balances 
swell  the  banks'  deposits  appreciably  ;  and 
we   may  be   quite  sure  that   the  companies 
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would  not  encourage  this  class  of  account 
unless  it  paid  them.  The  recent  multiplica- 
tion of  branch  banks  has  undoubtedly  made 
the  companies  more  anxious  to  extend  bank- 
ing facilities  to  the  smallest  tradesmen,  pro- 
vided they  keep  balances  on  the  right  side ; 
and  such  being  the  case,  they  should  be 
chary  in  paying  commission,  for  the  banks 
certainly  will  not  help  them  should  they 
require  an  advance  upon  indifferent  security. 

It  follows,  therefore,  that  a  banking  com- 
pany has  very  many  small  accounts  in  its 
ledgers,  and  that  the  tendency  is  for  them  to 
increase.  Indeed,  we  might  call  this  an  age 
of  small  deposits,  for  this  field  is  being 
farmed  as  it  never  has  been  before  in  the 
history  of  banking.  Hence  the  saying  that, 
in  these  days,  every  man  has  a  banking 
account. 

Never  think  that  your  account  is  too  small 
for  a  bank.  It  doubtless  seems  strange  that 
a  large  banking  company,  which  possesses, 
say,  thirty  millions  of  deposits,  should  bother 
itself  with  a  small  account  which  seldom  has 
more  than  from  ^15  to  £t,o  standing  to  its 
credit,  yet  such  banks  as  the  South- Western 
and  the  London  and  Provincial  have  built  up 
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sound  businesses  by  catering  for  the  wants 
of  this  class  of  customer. 

So  profitable  was  this  business,  that  the 
larger  banks  soon  recog-nised  that  the  field 
was  worth  their  attention,  and  nowadays 
the  small  creditor  account  is  readily  accepted 
by  the  largest  of  the  companies.  More,  their 
agents  will  actually  tout  for  it.  In  this 
respect  the  country  is  splendidly  banked  ;  but, 
on  the  other  hand,  there  are  no  institutions 
from  which  the  small  tradesman  can  borrow 
on  reasonable  terms.  That  is  his  difficulty. 
The  companies  want  his  current  account,  but 
they  will  not  look  at  his  securities.  In  short, 
the  joint-stock  banks,  while  recognising  that 
he  is  an  important  factor  in  the  business,  that 
it  pays  them  to  encourage  small  accounts, 
merely  use  the  balances  of  the  small  men  to 
assist  their  large  opponents  in  driving  them 
out  of  the  market,  therefore  it  seems  to  me 
that  small  tradesmen  should  encourage  a 
banking  venture  which  is  prepared  to  give 
as  well  as  to  take. 

The  small  man  complains  bitterly  of  a  huge 
competitor  who,  perhaps,  after  he  has 
worked  up  a  small  business,  suddenly  opens 
a  branch   shop  within  a    few  doors  of  hirn 
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and  ruins  his  connection.  The  large  men 
and  companies,  who  have  the  banks  behind 
them,  can  buy  more  extensively,  and,  conse- 
quently, much  more  cheaply,  than  their  small 
disunited  rivals.  They  are  in  a  position, 
therefore,  to  undersell  the  small  tradesmen 
with  ease. 

The  millionaire  shopkeeper  is  a  distinctly 
amusing  creature.  He  builds  almshouses 
for  the  poor,  and  says  :  "  See  what  Sir  George 
Lard  does  for  you.  Buy  Lard's  pork  and 
don't  worry  about  your  old  age.  The  Lard 
will  provide." 

He  gives  ^5000  to  this  charity  and 
^10,000  to  that.  Then  his  photograph 
appears  in  the  illustrated  papers,  and  we 
read  little  paragraphs — chatty  little  para- 
graphs— about  his  lardy  career.  Next  comes 
a  biographical  sketch,  headed,  perhaps, 
"  Sir  George  Lard  and  How  he  succeeded 
in  Business."  It  is  all  lies,  but  that  does 
not  matter  in  the  least,  for,  of  course,  our 
business  philanthropist  is  careful  to  keep  that 
little  fact  to  himself.  Hard  work  and  in- 
domitable British  pluck,  he  tells  us,  won  the 
day.  Just  so !  It  is  soothing  to  read  that. 
Now  we  know  how  not  to  succeed  in  business, 
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Suddenly  Sir  George  Lard  develops  a 
passion  for  sport  and  society.  Now  we  see 
him,  in  the  illustrated  papers,  leading  home 
the  winner  after  the  Derby.  We  read  of  his 
dining  with  noble  lords,  of  what  he  said,  of 
what  he  did,  and  how  he  did  it.  Pork,  the 
satirical  say,  is  looking  up.  The  aristocracy 
are  beginning  to  order  it.  And  the  public, 
when  it  reads  all  this,  wonders  how  a  man, 
who  began  his  career  behind  a  counter,  can 
make  himself  such  a  Juggins.  Tea,  sugar, 
coffee,  and  last,  but  not  least,  pork,  are  all  in 
the  hands  of  the  business  philanthropists, 
who  eat  up  their  own  kind  and  pose  as  the 
friends  of  the  public. 

The  small  tradesmen,  unless  they  make 
common  cause  against  these  big  trading 
companies,  will  find  their  lot  a  hard  one, 
and  they  may  well  grumble  that  their  own 
balances  are  used  to  finance  the  enemy  who 
is  underselling  them.  The  question  is  :  How 
can  they  drive  him  out  ?  Could  not  all  the 
tradesmen  in  the  town  combine  against  the 
intruder,  and,  by  giving  larger  orders,  get 
their  goods  cheaper,  and  so  compete  against 
him  on  equal  terms  ?  Doubtless  there  would 
be  too  much  jealousy  to  allow  of  an  amicable 
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association  of  this  description  ;  but  the  small 
trader  wants  a  bank  that  will  supply  his  needs 
badly. 

When  the  customer's  balance  is  small,  and 
the  turnover  considerable,  he  naturally  ex- 
pects to  pay  the  banker  some  commission, 
though  he  should  refuse  to  "stand"  such 
rates  as  i  or  i  per  cent.  One  shilling  per 
cent,  is  quite  enough.  But  the  better  plan 
is  to  bargain  for  a  merely  nominal  or  stated 
sum,  and  to  bate  the  manager  down  to  the 
lowest  figures  possible. 

Should  a  customer  have  his  business 
account  overdrawn  heavily,  and  his  private 
account  considerably  in  credit,  he  should 
insist  upon  receiving  interest  upon  the  credit 
balances  at  the  same  rate  as  the  banker  is 
charging  upon  the  overdraft. 

In  the  North  and  Midlands  especially  the 
banks  allow  interest  upon  current  accounts, 
so  it  will  be  seen  that  banking  customs  are 
not  homogeneous.  Indeed,  a  large  banking 
company,  with  tentacles  in  almost  every 
county,  has  to  adapt  itself  to  its  environment; 
consequently,  it  is  often  doing  at  a  branch  in 
the  North  what  it  either  refuses  or  endeavours 
not  to  do  at  an  office  in  the  South  or  East, 
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The  custom  in  question — to  wit,  the  allow- 
ing of  interest  upon  credit  balances — is  not 
encouraged  throughout  the  country,  so  we 
may  take  it  for  granted  that  the  banks  have 
come  to  the  conclusion  that  this  system  is 
the  less  remunerative  of  the  two ;  but  it 
seems  to  be  spreading  in  spite  of  their 
efforts  to  check  it,  and,  naturally,  the 
customer  is  better  pleased  with  a  method 
which  gives  him  more  interest  and  con- 
siderably less  trouble. 

Even  here  some  banks  have  about  half  a 
dozen  different  rates,  and  it  by  no  means 
follows  that  all  the  customers  at  a  branch, 
where  interest  is  allowed  on  current  accounts, 
are  being  treated  equitably  by  the  manager. 
The  various  rates  are  : — 

i^  below  Bank  Rate,  and  ^  per  cent,  on  the  turnover. 

'■4     >'  »>  >'     »       »>  "  >> 

li  1 

'■2      "  "  >>     I'S"        >>  >>  )> 

I J     „  „  ,,     a  nominal  commission. 

As  the  bank  allows  interest  upon  the  daily 
credit  balances,  it  considers  that  it  is  entitled 
to  a  commission  on  the  turnover,  that  is  to 
say,  upon  the  cheques  and  bills  which  are 
debited   in   the  pass-book,   in   order  to  pay 

K 
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itself  for  conducting  the  account.  Otherwise 
it  would  have  to  make  its  profit  by  lending  a 
certain  proportion  of  these  balances,  and  a 
bank  cannot  distribute  a  dividend  of  20  per 
cent,  by  trading  with  money  for  which  it 
pays  1 1  below  Bank  Rate.  The  saints,  it 
must  be  remembered,  work  but  few  miracles 
in  these  days. 

The  manager,  however,  if  he  cannot  work 
a  banking  miracle,  is  foxy  and  resourceful. 
He  has  a  cultivated  bank  smile,  and  he 
endeavours  to  pay  as  little  as  possible  upon 
the  bulk  of  the  current  accounts  at  his 
branch. 

Now,  if  he  can  get  |  on  the  turnover,  he 
can  make  the  account  pay  extremely  well, 
especially  if  the  turnover  be  large  and  the 
credit  balances,  upon  which  i^  below  Bank 
Rate  is  paid,  considerable.  This  he  obtains 
from  the  inexperienced. 

Again,  customers  like  to  see  a  little  interest 
in  their  pass-books  at  the  end  of  each  half- 
year.  They  are  allowed  this  luxury,  and,  as 
they  do  not  check  the  figures,  they  come  to 
the  conclusion,  which  is,  like  many  financial 
conclusions,  quite  erroneous,  that  the  bank 
is  treating  them  liberally.     Of  course,  banks 
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never  treat  their  clients  liberally  unless  they 
are  obliged.     Nobody  does  ! 

The  effect  produced  by  this  "  little "  in- 
terest is  magical.  The  customer,  when 
he  opens  his  bank-book,  smiles,  and  so 
does  the  agent — in  his  sleeve.  Both  are 
pleased. 

"  Thank  you,"  says  the  happy  customer. 
"  My  interest,  I  see,  is  a  little  more  this  half- 
year." 

"We,"  returns  the  polite  manager,  "are 
always  delighted  when  we  can  afford  to 
increase  our  clients'  balances.  Nothing 
gives  us  greater  pleasure." 

"You  are  very  kind,"  says  the  customer. 
Whereupon  the  agent  smiles.  He  under- 
stands banking  kindness,  whereas  the  cus- 
tomer, unfortunately,  does  not. 

The  customer,  thinking  the  bank  is  treating 
him  well,  keeps  larger  sums  to  his  credit  than 
he  otherwise  would  have  done.  Hundreds 
of  others  do  the  same,  so  fascinating  is  this 
little  interest  in  the  pass-book ;  and  so  long 
as  they  do  not  trouble  to  check  the  figures 
and  ascertain  what  they  really  are  being 
allowed,  the  manager  makes  his  branch  pay 
extremely  well.     But  it  is  otherwise  when 
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clients  are  critical  and  understand  the  market 
value  of  loanable  capital. 

He  charges  i,  sometimes  even  |,  com- 
mission, according  to  the  business  ability  of 
the  customer ;  and  it  is  quite  astonishing 
how  delighted  his  lady  clients  are  with 
their  little  interest. 

'*  It's  so  nice  to  see  it  each  half-year,  Mr 
Smith.  Something  to  look  forward  to — 
especially  at  Christmas.  Why,  it  more  than 
pays  all  my  Christmas  boxes." 

And  Mr  Smith  makes  her  an  official  bank 
bow.  Of  course,  the  poor  man  has  his 
troubles.  Were  all  the  customers  disposed 
to  take  a  bank  manager's  word,  then  the 
"  little  interest "  game  would  pay  extremely 
well ;  for  we  have  seen  that  it  induces  cus- 
tomers to  keep  larger  balances,  and,  there- 
fore, enables  a  useful  bank  agent  to  regulate 
the  allowance. 

The  customer  should  insist  upon  the  fol- 
lowing points  : — 

I.  That  the  commission   rate    be   plainly 

stated  in  the  pass-book,  and  that  the 
amount  charged  for  the  half-year  or 
quarter  be  carried  out. 

II.  That  the  rates  of  interest  be  stated 
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in  the  bank-book,  particulars  being 
given  of  each  change  in  the  Bank 
Rate,  and  of  the  various  calculations 
made  by  the  company,  in  such  a 
manner  that  the  client  can  verify 
each  allowance. 
The  manager  simply  makes  up  the  pass- 
book thus  : — 

To  interest,  .  .  ^20  3  6 
He  can  only  have  one  objective,  and  that  is 
to  "do"  the  customer;  for  an  honest  bank 
surely  need  not  be  afraid  to  debit  the  ac- 
count with  the  commission,  and  credit  it  with 
amount  of  interest,  showing  at  the  end  of  the 
half-year  the  various  sums  allowed  at  each 
change  of  the  Bank  Rate,  and  stating  in 
plain  figures  the  actual  rates  upon  which  his 
computations  are  based. 

A  customer  simply  could  not  check  such 
an  entry  as  the  above  without  first  calling 
upon  the  manager  and  asking  him  for  par- 
ticulars which,  of  course,  are  entered  in  the 
bank's  ledger  ;  and  it  is  positively  farcical 
that  an  agent,  who  is  never  tired  of  assert- 
ing how  devoted  he  is  to  the  interests  of  his 

o 

customers,  should,  after  rendering  an  account 
to  a  customer,  be  compelled  to  refer  to  his 
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own  ledger  before  he  can  tell  what  rates  the 
client  has  been  allowed. 

He,  in  order  to  deceive,  sends  out  an  in- 
complete statement,  trusting  that  the  client 
will  not  question  the  honesty  of  a  company 
which  is  trusted  by  the  public  to  the  extent 
of,  say,  from  ten  to  forty  millions  of  money. 
It  is  surprising  that  his  directors  should  be 
such  fools,  for,  of  course,  the  trick  is  bound 
to  be  exposed  some  day ;  but  this  game  has 
been  carried  on  so  long  that  those  in 
authority  have  become  case-hardened.  They 
are  men  of  such  recognised  integrity  that 
they  evidently  think  their  accounts  will  not 
be  questioned,  and  that  they  can  grab  com- 
missions, provided  they  assume  a  cloak  of 
lofty  financial  morality,  with  impunity.  How 
they  must  regret  that  I  ever  was  born ! 

These  calculations  are  entered  in  the 
ledger,  and  all  the  companies  have  to  do  is 
to  make  the  pass-book  a  fair  copy  of  the  said 
ledger.  The  customer  could  then  see  exactly 
what  he  is  paying  in  commission  and  receiv- 
ing in  the  shape  of  interest,  together  with 
the  rates  to  certain  given  dates,  and  the 
amounts  upon  which  the  interest  has  been 
calculated.       The     various     allowances,    of 
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course,  would  be  extended  separately  in  the 
pass-book.  How  easily,  were  they  given  in 
this  form,  the  customer  could  check  them, 
but  that  is  precisely  what  the  manager  de- 
sires to  prevent  his  doing. 

The  joint-stock  banks  possess  all  the  vices 
of  the  private  banker,  but  they  have  not  a 
single  one  of  his  many  virtues. 

The  last  thing  I  ask  a  reader  to  do  is  to 
accept  my  word  for  these  statements.  I 
would  much  rather  that  he  did  not.  He  has 
liis  pass-book,  and  if  he  bank  with  a  com- 
f)any  in  a  town  where  the  custom  is  to 
charge  commission  and  allow  interest,  all 
he  has  to  do  is  to  open  his  bank-book  and 
see  whether  the  commission  has  been  de- 
bited and  the  interest  credited.  Further, 
are  the  various  rates  stated  therein?  If 
they  are  not,  then  how  can  he  possibly  check 
the  manager's  entry  ? 

Assuming  that  he  can  learn  but  little  from 
his  bank-book,  then  he  should  ask  the 
manager  to  show  him  the  account  as  it  stands 
in  the  bank's  ledger,  or,  at  anyrate,  request 
that  his  interest  be  written  in  his  pass-book 
in  such  a  manner  that  he  can  ascertain 
whether  or  not  it  be  correct. 
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I  have  already  stated  that  a  bank  agent 
has  his  troubles,  and  I  will  proceed  to 
enumerate  a  few  for  the  edification  of  his 
clients.  Some,  even  when  interest  is  al- 
lowed, refuse  to  pay  commission  ;  and  the 
manager,  knowing  that  a  rival  will  make  the 
concession,  gives  way  rather  than  lose  a 
good  account.  A  customer  who  keeps  a 
large  average  credit  balance  can  always 
make  a  little  banking  tour  when  he  finds 
the  manager  hostile,  and  as  the  said  tour 
is  pretty  certain  to  prove  successful,  he 
should  take  care  that  no  commission  is 
deducted  from   the   interest  due  to  him. 

Many  people  are  doubtless  quite  unaware 
that  commission  is  sneaked  in  the  manner 
described  in  this  chapter  by  some  banks  in 
the  North  and  in  the  Midlands.  Others, 
however,  understand  the  banks  and  their 
ways,  and  these  "mean"  customers,  as  the 
agents  quaintly  call  them,  drive  some  very 
close  bargains.  More  power  to  their  elbows, 
say  I  ! 

And  there  is  just  one  other  little  point 
which,  perhaps,  may  throw  some  light  upon 
the  peculiar  ethics  of  joint-stock  banking. 
If  your  account  by  any  chance  happens  to  be 
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overdrawn,  the  agent  can  find  time  to  drop 
you  a  line,  or  even  to  give  you  a  call,  when 
he  gently  reminds  you  of  the  fact  ;  but 
should  you  have  a  few  thousand  pounds 
standing  to  your  credit,  despite  the  fact  that 
the  sole  object  of  his  banking  life  is  to  oblige 
his  clients,  he  only  treats  you  to  a  nice  bank 
smile  when  he  sees  you.  It  does  not  occur 
to  him  to  draw  your  attention  to  the  latter 
fact.  Were  he  to  do  so,  and  did  his  directors 
hear  of  his  disinterestedness,  he  would  pro- 
bably get  the  sack,  for  a  Board  would  quite 
fail  to  appreciate  so  honest  an  agent.  That 
is  not  exactly  the  kind  of  banking  zeal  which 
appeals  to  a  bank  director.  Yet  they  some- 
times prosecute  their  clerks  for  stealing. 
How  interesting  it  would  be  if  a  bank 
director  could  be  persuaded  to  give  a  lecture 
on  the  ethics  of  commission-snatching,  or  even 
to  say  what  in  his  opinion  really  is  stealing. 
Is  it  stealing  to  make  up  a  customer's 
charges  in  such  a  manner  that  it  is  impos- 
sible for  him  to  understand  them  ?  Oh, 
dear  no,  that  is  only  bank  stealing,  not  legal 
stealing,  yet  how  slight  the  difference  seems 
to  the  untrained  mind.  The  distinction  is  so 
nice  that  it  requires  a  person  with  a  legal 
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mind  to  thoroughly  appreciate  it.  My  poor 
brain  reels  at  the  mere  attempt. 

The  following  illustration  may  prove  use- 
ful to  my  readers  : — 

A  correspondent,  who  keeps  his  account 
in  a  town  where  it  is  customary  to  allow 
interest  upon  current  -  account  creditor 
balances,  wrote  me  to  the  effect  that  he 
was  paying  i  commission  on  his  turnover, 
and  receiving  il  per  cent,  below  Bank  Rate 
interest.  As  a  matter  of  fact,  he  did  not 
quite  know  the  rate  the  manager  was  allow- 
ing him,  as,  needless  to  say,  it  never 
appeared  in  his  pass-book. 

He  called  upon  the  manager,  whom  he 
asked  to  reduce  his  commission  to  -jL- ;  but 
the  agent  declined,  saying  he  was  positive 

that    no    bank    in    S would    accept   an 

account  on  those  terms.  The  manager  was 
very  firm,  so  I  recommended  his  customer 
to  try  a  little  banking  tour,  naming  a  bank 
which,  I  thought,  would  meet  him.  My 
experience  having  been  pretty  considerable, 
it  is  not  very  difficult  to  select  a  likely 
bank. 

S is  a  town  of  some  thirty-six  thou- 
sand   inhabitants ;    and    as    there   are   only 
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three  banks  in  the  place,  the  choice  was 
not  a  wide  one.  It  was  a  business  account, 
with  an  annual  turnover  of  about  ^8000  ; 
and  it  was  generally  in  credit  from  ^700  to 
;^iooo — sometimes  a  little  more. 

My  correspondent  banked  with  a  purely 
provincial  banking  company  ;  and  this  class 
of  bank,  as  a  rule,  charges  pretty  stiff  rates. 
The  one  I  named  is  a  London  and  provincial 
bank,  and  the  manager  readily  agreed  to 
accept  the  account  on  the  terms  his  own 
bank  declined,  and  which  the  agent  assured 
him  were,  to  his  certain  knowledge,  not 
procurable  in  S . 

Now,  that  agent  was  either  a  person 
whose  banking  respect  for  the  truth  was 
inconsiderable  or  else  he  was  singularly  out 
of  touch  with  certain  facts  which  must  have 
been  well  known  to  every  other  bank-clerk 
in  the  place.  Of  course,  had  my  correspond- 
ent accepted  his  banking  word,  then  the 
account  would  have  been  charged  as  before  ; 
but  he  was  not  quite  so  simple  as  to  attach 
much  credence  to  the  assurance  of  an  inter- 
ested party  ;  and  his  scepticism  was  justified 
by  the  result. 

The    manager,    when    the    customer    first 
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called  with  reference  to  his  rates  of  com- 
mission and  interest  allowed,  asked  himself 
whether  the  client  intended  going  to  ex- 
tremes ;  and,  apparently  coming  to  the 
conclusion  that  he  did  not,  he  decided  to 
refuse  his  application  and  to  ridicule  the 
idea  that  another  bank  in  the  town  would 
prove  more  accommodating. 

"This  man,"  he  possibly  reasoned,  "is 
only  trying  it  on.  He  has  heard  certain 
rumours,  and  has  just  called,  as  one  or  two 
others  have  done  quite  recently,  to  see  if 
there  be  any  truth  in  them  ;  and  if  I  show 
a  firm  front  he  will  let  the  matter  drop  as 
they  did." 

The  customer,  we  know,  very  wisely  did 
not  believe  him.  He  wrote  to  the  manager, 
stating  that  an  opposition  bank  was  prepared 
to  conduct  his  account  on  the  following 
terms : — 

Tt  per  cent,  commission  on  the  turnover. 

li   per  cent,  below  Bank  Rate  to  be  al- 
lowed on  credit  balances. 

"  In  reply  to  a  straight  statement  of  the 
facts,"  writes  my  correspondent,  "and  a 
threat  to  change,  the  manager  has  to-day 
been  to  see  me." 
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That  is  delightful.  When  he  found  that 
his  customer  really  was  in  earnest  he 
instantly  changed  his  front  and  hastened 
to  call  upon  him,  for  the  account  was 
worth  keeping  and  he  was  anxious  to  re- 
tain it  on  his  books.  Then  he  took  his 
client  into  his  banking  confidence.  But  what 
must  the  customer  have  thought  of  him  ? 

He  was  prepared  to  do  everything.  His 
bank  smile  was  so  large  that  his  being  able 
to  squeeze  it  through  an  ordinary-sized  door 
was  positively  wonderful  ;  for  a  bank- 
manager,  when  he  is  cornered,  expands ; 
and  when  he  is  pricked  he  bursts,  because 
there  is  nothing  in  hini  but  a  mysterious 
element  called  wind. 

]\Iy  correspondent  was  merciful  and  did 
not  prick  him,  though  the  temptation  to 
burst  him  must  have  been  great ;  and  the 
manager  promised  to  make  the  concession 
he  had  at  first  refused.  He  further  promised 
to  enter  each  charge  and  allowance  separ- 
ately in  the  pass-book  in  order  that  the 
customer  could  check  them  ;  and  from  the 
tone  of  my  correspondent's  letters  I  do  not 
think  that  he  will  neglect  to  take  so  necessary 
a  precaution  in  future. 
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The  customer  evidently  did  not  wish  to 
change  his  banker  for  certain  private  reasons 
of  his  own  ;  but  I  have  Httle  doubt  that,  had 
he  again  approached  the  bank  I  recom- 
mended to  him,  he  would  have  found  that 
the  manager  would  have  accepted  the  ac- 
count upon  the  undermentioned  terms  : — 

A  nominal  commission  of  ;/"i,  is.  each 
half-year. 

An  allowance  of  i },  below  Bank  Rate  upon 
credit  balances. 

The  opposition  bank  was  a  stronger  com- 
pany than  his  own,  so  he  would  have  been 
quite  safe  in  making  the  transfer ;  but  as  the 
question  is  now  settled,  I  do  not  suppose, 
even  if  he  reads  this,  that  he  will  move  in 
the  matter  again. 

Perhaps  I  may  repeat  here  a  little  hint 
with  reference  to  coupons.  Some  banks 
deduct  i,  i,  or  ^  per  cent,  commission  from 
the  amount  received  before  crediting  the 
customer's  account.  I  need  hardly  remark 
that  the  agent  has  not  the  common  honesty 
to  debit  this  commission  separately.  He 
simply  collars  it  without  notice ;  so  the 
customer  is  often  quite  unaware  that  he  is 
paying    any    commission    whatsoever.      Of 
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course,  when  checking  the  amount,  allow- 
ance must  be  made  for  income-tax  ;  and  if 
the  customer  objects  to  the  manager's  de- 
ductions, he  should  protest,  when,  if  his 
account  be  worth  keeping,  his  name  will  be 
placed  upon  the  "  free  "  list. 

When  the  value  of  the  coupon  is  stated 
in  a  foreign  currency  the  manager  generally 
snatches  something,  as  it  is  then  more  diffi- 
cult for  the  customer  to  check  the  figures  in 
his  pass-book. 

In  conclusion,  the  mysteries  of  banking 
are  not  edifying ;  but  the  irulli  rarely  is ; 
and  possibly  that  is  why  it  is  so  seldom 
spoken  in  this  little  island. 


CHAPTER     VIII 

THE    KINDNESS    OF    BANK    DIRECTORS 

Several  correspondents  have  written  me 
asking  how  the  banks  treat  their  onployds  ; 
and  the  question  is  an  extremely  difficult 
one  to  answer,  because  some  banks  treat 
their  clerks  better  than  others,  though  the 
majority,  I  should  feel  disposed  to  say,  are 
distinctly  callous.  They  fear  public  opinion, 
and  for  this  reason  they  would  be  afraid  to 
be  notoriously  brutal ;  but  I  do  not  think 
that  the  kindness  of  the  director  springs 
from  any  nobler  source,  and  my  corre- 
spondents appear  to  be  of  much  the  same 
opinion.  It  would  certainly  be  somewhat 
surprising  if  it  did. 

A  correspondent  writes  : — 

"  I  am  particularly  anxious  to  know  how 
they  treat  employes  suffering  from  sickness 
or  permanent  ill-health  ?  " 

Frankly,  they  endeavour  to  get  rid  of 
i6o 
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them  in  the  cheapest  manner  possible.  It 
is  quite  a  matter  of  business — nothing  more. 
They  look  upon  a  sick  clerk  just  as  a  trader 
does  a  bad  debt.  Oh,  thfir  letters  are  most 
sympathetic — most.  This  particular  variety 
of  sympathy  they  describe  as  "deep,"  and 
the  tone  of  the  letter  is  distinctly — well, 
"tearful,"  while  they  are  most  profuse  in 
their  "rej^rets,"  "pained  to  hear,"  and  so 
on,  and  so  on.  Their  letters  are  quite  fit 
for  publication — would,  in  short,  redound  to 
their  credit  ;  but  were  some  of  their  d(*- 
cisions  made  public,  a  pious  person  would 
look  to  see  if  they  were  dated  from  Hell 
or  from  Lombard  Street,  and  express  his 
mild  surprise  when  he  saw  the  latter 
address. 

The  Bank  of  Enij^land,  I  need  not  say, 
is  above  any  meanness  of  this  kind  ;  and  the 
London  &  Westminster,  I  have  always 
been  given  to  understand,  treats  its  men 
well ;  but  some  of  the  banks  are  little  better 
than  nigger-driving  shows.  More  especi- 
ally is  this  the  case  with  those  pushing 
companies  who  have  forced  their  way  to 
the  front  recently.  71iey  have  opened 
small   offices    in    every   direction,   and    their 
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manag<rrs  receive  from  ;fioo  to  /■150  a 
year,  while  they  are  often  so  inadequately 
staffed  that  the  only  wonder  is  an  enter- 
prising gang  does  not  "hold  up"  a  few  of 
them  after  banking  hours.  A  manager  and 
two  clerks  are  a  by  no  means  uncommon 
number  ;  and  sometimes,  particularly  during 
lunch-hours,  a  bank  is  left  in  the  charge  of 
one  man.  This  is  especially  noticeable  in 
the  London  suburbs,  which  are  not  exactly 
remarkable  for  the  peaceful  character  of  some 
of  their  inhabitants ;  and  it  is  little  short  of 
disgraceful  that  large  banks  should  expose 
their  clerks  to  such  risks.  Again,  suppose 
this  one  man  were  suddenly  taken  ill.  The 
tills  and  safe  would  then  be  at  the  mercy 
of  any  person  who  felt  disposed  to  walk  in 
and  help  himself 

Banking  companies  of  this  variety  pay 
their  men  wretched  screws,  both  in  London 
and  in  the  provinces,  and  they  make  very 
short  work  of  sick  clerks.  I  think  I  can 
say,  without  fear  of  contradiction,  that  those 
banks  which  have  come  to  the  front  very 
rapidly  during  '  recent  years  would  be 
ashamed  to  publish  their  salary  scales.  A 
clerk   of  one  of  the  largest  English  banks 
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told  me  that,  at  its  liead  office  in  Lombard 
Street,  the  maximum  for  cK-rks  was  £,\6o. 
Another  huj^e  bank,  I  know,  brin<;s  up 
youn<^sters  who  have  served  their  time  in 
the  country  to  its  head-office  at  salaries  of 
under  ^100  a  year,  and  sweats  them  almost 
to  death  on  the  "walks." 

Colloquially  a  "  walks  clerk  "  is  known  as 
a  chained  nivjiikey,  because  of  the  case 
strapped  round  his  waist.  In  this  case  are 
the  cheques,  bills,  coupons,  etc.,  which  he  has 
to  collect  in  a  certain  time  ;  and  if  he  returns 
late,  some  bullying  chief  of  a  de[)arimeiu  will 
swear  at  him  until  he  ^oes  blue  in  the  face. 
It  would  be  difficult  to  describe  the  ruffians 
one  sometimes  meets  in  authority  behind 
a  bank  counter.  In  Threadneedle  Street 
there  is  a  chief  of  a  coupon  department  who 
is  quite  famous  for  the  ease  and  facility  with 
which  he  discharges  volleys  of  foul  abuse 
at  his  chained  monkeys  when  they  are  late. 
Such  a  low  blacko;uard  would  not  be  toler- 
ated  even  in  the  bar  of  a  public-house  ;  but 
he  is  useful  to  a  Board  of  directors  who  have 
a  place  for  bullies  in  their  system.  These 
ruffians  are  kept  at  the  back.  The  customers 
seldom  come  in  contact  with  them,  for  their 
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"bank"  manners  might  give  offence;  and 
those  young  men  whom  one  sees  behind  the 
counter  are  carefully  selected  on  account  of 
their  nice  "bank"  address  and  the  cut  of 
their  "unmentionables,"  as  sartorial  embel- 
lishments are  supposed  to  be  not  altogether 
thrown  away  upon  the  male  client,  while 
the  female  customer  is  thought  to  have  a 
weakness  for  well-dressed  bank  clerks.  If 
she  decide  to  take  one  she  will  find  him  an 
expensive  animal  to  keep.  The  article,  I 
am  disposed  to  think,  is  at  a  decided  dis- 
count ;  but  there  can  be  no  harm  in  just 
making  a  little  tour  round  Lombard  Street 
and  inspecting  them  behind  their  grilles; 
for,  like  the  monkeys  at  the  Zoological 
Gardens,  their  directors  have  carefully  wired 
them  off  from  the  public,  customers  being 
obliged  to  push  their  nuts  (credits)  under 
the  Seville.  In  vain  one  looks  for  the  ad- 
monition  : — 

'' Visitors  are  'respectfully'  asked  not  to 
tease  the  animals." 

"  Why  is  not  that  fierce-looking  old  gentle- 
man in  the  corner  marked  '  dangerous  '  .-* " 
a  critical  lady  visitor  inquires  of  her  friend, 
who  replies, — 
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"  I  don't  know,  dear.  He  certainly  does 
look  rather  ferocious.  Suppose  we  take  our 
'  nut '  to  tluit  inoffcnsive-lo(jkin<£  little  band- 
box  in  the  middle  of  the  wire-nettini^  .-^ " 

"  I  rather  like  the  look  of  that  old  j^entle- 
man  with  the  tlowin;:^'-  white  beard,"  her  friend 
replies.  "  He  appears  so  highly  respectable. 
Shall  we  give  him  our  '  nut '  ?  " 

Whereupon  the  lady  visitor  raises  her 
gold  eye-glasses  and  gazes  severely  through 
them  at  the  old  gentleman  who  is  adding 
up  a  column  of  figures. 

"  No,"  she  replies  emphatically.  "  Observe 
his  nose,  dear.  It  does  not  match  his  white 
beard  at  all.  I  am  afraid  that  he  either 
suffers  severely  from  indigestion,  or  else  that 
his  habits  are — well,  nocturnal." 

*'  At  //ia^  age  !  "  observes  her  friend. 

"Vice,"  returns  the  lady  visitor,  "has  no 
age-limit.  Were  such  the  case,  my  husband's 
father  would  have  died  almost  a  millionaire, 
when  our  circumstances  would  have  been 
much  more  conducive  to  a  harmonious  exist- 
ence." 

''  How  sad  it  is,"  remarks  her  friend,  "  that 
an  if  always  seems  to  separate  husband  and 
wife." 
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"  What  can  I  do  for  you  ? "  asks  the  owner 
of  the  flowing  beard,  with  a  sympathetic 
smile,  which  seems  to  indicate  that  he  over- 
heard the  last  speaker's  remark. 

Whereupon  the  lady  pushes  her  "  nut " 
under  the  wire-netting. 

"Four  five-pound  notes,"  she  says,  "and 
the  remainder  in  gold." 

Then  she  changes  her  mind  and  thinks 
that  she  would  like  a  little  silver.  She  com- 
plains that  the  notes  are  dirty,  asks  for  some 
half-crowns  and  a  few  sixpences,  and,  just 
when  the  cashier  is  beginning  to  give  thanks, 
suddenly  changes  her  mind  again,  and  thrust- 
ing a  five-pound  note  under  the  wire-netting, 
rattles  off  another  little  song  with  something 
about  threepenny-bits  in  it,  adding, — 

"  Please  make  haste.  I  have  a  train  to 
catch." 

"Thank  God,  Johnson,"  says  the  old 
cashier  to  the  man  at  the  next  desk,  as  he 
watches,  with  infinite  pleasure,  the  ladies 
making  for  the  door. 

And  Mr  Johnson,  raising  his  eyes  from 
his  scroll,  exclaims  with  feeling, — 

"  It's  enough  to  drive  a  poor  man  to  the 
drink ! " 
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But  as  we  are  dealing  with  the  kindness  of 
bank  directors,  I  shall  probably  be  told  that 
this  digression  is  quite  irrelevant ;  so,  per- 
haps, it  were  better  to  return  to  my  subject. 
Personally,  I  do  not  believe  very  much  in 
the  kindness  of  anybody ;  but  to  imagine 
that  a  Board  of  bank  directors  has  any  feel- 
ing seems  to  me  to  denote  an  ignorance  of 
business  methods  that  is  positively  remark- 
able. These  men  are  on  the  Board  to  make 
dividend.  They  are  business  persons ;  and 
a  business  person,  we  know,  when  he  has  no 
further  use  for  an  employ^ ^  gives  him  the  sack. 
That  is  business ;  and  that  is  what  bank 
directors  do  without  the  slightest  hesitation. 

In  the  small  towns  their  managers  some- 
times have  a  reputation  for  banking  piety  ; 
and  this  farce,  of  course,  must  be  kept  up. 
The  Board  sanctions  small  subscriptions  of 
£\,  IS.  or  so  to  local  charities;  so,  it  would 
appear,  the  Thing  seems  to  own  up  to  a  little 
moral  responsibility.  The  idea  of  a  Board  of 
bank  directors  subscribing  £\^  is.  to  a  soup- 
kitchen  seems  to  me  extremely  funny.  One 
would  as  soon  expect  to  see  the  name  of  a 
suburban  agnostic  on  a  list  for  the  propagation 
of  the  gospel  among  the  Jews. 
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The  Board  endeavours  to  live  up  to  its 
local  reputation  ;  and  when  a  clerk  offends 
they  pack  him  off  to  a  large  branch,  when, 
in  a  few  months,  he  is  quietly  thrust  into  the 
street  with,  perhaps,  a  month's  salary  in  his 
pocket.  Had  the  directors  sacked  him  at 
the  small  town,  the  man  might  have  hung 
about  the  street  corners ;  so,  to  prevent  an 
exposure  of  this  description,  our  humane 
directors  cast  him  upon  the  streets  of  a  big 
city  to  die  in  the  gutter  for  aught  they  care. 

As  an  example  of  their  brutality,  the 
following  true  illustration  may  prove  use- 
ful :— 

A  clerk,  who  wrote  an  indistinct  hand,  and 
who  was  a  failure,  had  been  sent  by  a  very 
large  banking  company  to  one  of  its  largest 
branches  in  the  North.  The  man,  I  daresay, 
had  been  in  their  service  from  twenty-five  to 
thirty  years,  and  he  was  receiving  £160  per 
annum. 

The  accountant  at  the  branch  was  com- 
plaining of  this  man  to  an  inspector. 

"They  send  all  the  lame  ducks  to  us,"  he 

grumbled.     "  Old    A is    only   fit  for  a 

collecting  clerk.     He  writes  so  badly  that  I 
can't  give  him  any  other  work." 
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"  Put  him  on  the  London  letter,"  advised 
the  inspector.  "If  they  can't  read  his  writ- 
ing up  there  they'll  soon  send  down  for  his 
name  and  sack  him." 

The  sucrsfestion  was  brutal  in  the  extreme, 
but  the  inspector  evidently  understood  the 
methods  of  bank  directors,  though  he  doubt- 
less little  thought  that  his  words  would  find 
their  way  into  print.  It  is  not  the  custom  of 
the  banking  world  to  take  the  public  into  its 
confidence  in  so  open  a  fashion. 

An  examination  of  the  system  will  soon 
prove  that  it  is  a  brutal  one.  The  directors 
place  one  clerk  at  the  head  of  a  branch  and 
call  him  the  manager,  though  in  reality  the 
advances  are  made  through  a  department 
in  London.  To  this  apotheosized  clerk  they 
pay  a  fair  salary,  and  it  is  part  of  his  busi- 
ness to  orrind  down  the  rest. 

Of  course  this  is  joint-stock  trading.  A 
company's  first  aim  is  to  reduce  expenses, 
therefore  it  pays  one  man  a  large  salary, 
and  this  man  has  to  assert  his  authority 
over  so  many  underpaid  subordinates.  A 
bank  is  a  mere  Thing,  a  soulless  company, 
consequently  it  functions  like  any  other 
dividend-paying  institution,  and  it  is  absurd 
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to    think   that    bank   directors    are    kind    to 
their  servants. 

The  little  votes  of  thanks  one  reads  in 
the  reports  to  the  members  of  the  staff  for 
their  services  are  mere  twaddle,  and  the 
patriotic  allusions  to  those  gallant  young 
men  who,  during  the  war,  volunteered  is 
another  piece  of  banking  humbug,  for  the 
directors  quite  well  know  that  the  clerks 
had  to  work  overtime  in  order  to  do  the 
work  of  the  absent  ones.  Pretty  patriot- 
ism !  Surely  it  would  have  been  better 
had  certain  bank  directors  confined  their 
remarks  to  the  state  of  the  accounts ;  for 
such  patriotic  utterances  are  a  little  too 
banking  cheap.  They  sweat  their  clerks  in 
order  to  pose  as  patriots.  What  part  will 
they  play  next  ?  That,  of  course,  depends 
entirely  upon  which  way  the  wind  blows. 

They  are  business  philanthropists,  and 
when  it  is  policy  to  be  kind  they  are  kind, 
but  not  until.  Surely  it  is  not  kindness  to 
bring  up  youngsters  from  their  country 
branches  to  London  on  salaries  of  from 
£9'^  ^o  £\QO  a  year,  and  to  sweat  them*^ 
almost  to  death  on  the  "clearing." 

My    correspondent   asks    how    they    treat 
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sick  clerks.  I  can  give  him  an  illustration 
of  how  a  bank  with  over  forty  millions  of 
deposits  treated  a  cashier  who  was  suffer- 
ing from  deafness.  A  customer  (of  course 
a  woman)  complained  that  the  teller  was 
not  civil  to  her,  and  her  indignant  papa 
wrote  a  letter  to  the  manager,  who  promptly 
sent  it  to  the  London  people.  Most  bank 
managers  are  sneaks. 

The  teller  was  ordered  up  to  London. 
He  was  a  delicate  man  of  about  forty,  and 
he  wrote  to  the  directors,  explaining  that 
he  was  somewhat  deaf  and  therefore  had 
not  heard  his  fair  questioner.  He  also  en- 
closed a  certificate  from  his  doctor  stating 
that  his  health  was  so  poor  that  London 
air,  if  it  did  not  kill  him,  would  certainly 
shorten  his  life. 

These  kind  directors,  however,  proved 
inexorable.  What  if  London  air  did  kill 
the  man  off.-*  They  did  not  consider  him 
a  particularly  zealous  clerk ;  and,  besides, 
if  he  died,  they  would  save  his  pension. 
Many  men  are  weeded  out  at  about  thirty 
in  order  to  save  that.  Otherwise  it  would 
be  a  little  strange  that  it  takes  these  kind 
gentlemen  fifteen  years   to  discover  that   a 
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man  is  incompetent.  They  doubtless  would 
say :  See  how  long-suffering  we  are.  Yes  ; 
and  how  patriotic ! 

To  make  a  long  story  short,  the  cashier 
had  to  go  to  London.  The  bank  has 
branches  in  almost  every  county  in  Eng- 
land, and  yet  these  directors  deliberately 
sent  a  man  who,  through  no  fault  of  his 
own,  had  offended  a  customer,  to  a  place 
which  a  doctor  said  might  kill  him.  They 
did  not,  however,  reduce  his  salary.  This 
case  is  by  no  means  an  isolated  one,  and 
I  think  that  it  illustrates  fairly  the  kind- 
ness of  the  bank  director. 

When  a  clerk  breaks  down  he  is  allowed 
his  full  salary  for  say,  two  or  three  months, 
and  should  his  sickness  prove  permanent, 
then  the  directors  pension  him  off  as  cheaply 
as  they  can,  if  there  be  no  possible  escape 
for  them. 

The  fierce  competition  which  is  now  in 
progress  has,  I  think,  made  directors  less  dis- 
posed to  treat  their  clerks  well.  They  have 
huge  dividends  to  maintain,  and  it  stands 
to  reason  they  cannot  surrender  themselves 
to  the  dividend-rage  and  at  the  same  time 
treat   their    men    liberally.       Twenty    years 
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ago,  when  competition  was  less  severe,  some 
banks  certainly  behaved  well  to  those  men 
who  were  incapacitated  through  illness,  but 
I  question  whether  liberal  treatment  is  not 
the  exception  nowadays.  Many  banks,  we 
know,  have  a  pension  scheme,  and  some 
insist  upon  their  clerks  insuring  their  lives, 
because  they  do  not  wish  their  widows  and 
children  to  apply  to  them  for  assistance. 
This  they  quaintly  call  encouraging  thrift. 
It  is  really  quite  astonishing  how  few  things 
are  called  by  their  right  names  in  the  finan- 
cial world. 

Again,  take  the  following  case  of  banking 
kindness.  A  bank  clerk,  in  the  same  com- 
pany as  the  deaf  cashier,  married  the  daugh- 
ter of  a  lady  who  kept  a  lodging-house. 
The  lady  did  not  find  that  she  could  supply 
paying-guests  with  home  comforts  at  a  profit, 
and  being  compelled  to  raise  money,  she 
persuaded  her  son-in-law  to  back  a  bill  for 
her. 

The  home  comforts  trade,  however,  did 
not  look  up,  and  the  young  man  was  asked 
to  pay  the  bill.  Of  course  he  could  not, 
and  in  the  end  he  was  obliged  to  throw 
himself  upon  the  mercy  of  the  bank  direc- 
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tors,  who  gave  him  a  few  months'  salary 
and  flung  him  into  the  street. 

The  man  was  a  ledger  clerk,  who  must 
have  been  with  them  some  twelve  to  fifteen 
years.  Further,  he  was  a  steady  man  of 
good  character,  yet  these  directors  cast  him 
out  as  though  he  were  a  thief.  And,  pray, 
what  is  a  bank  director  who  instructs  his 
manao^ers  to  enter  charges  in  customers' 
pass-books  in  such  a  manner  that  they 
cannot  understand  them?  If  he  be  an 
honest  man,  then — so  am   I ! 

Some  of  my  readers  doubtless  know  that 
certain  bank  directors  take  so  "  deep "  an 
interest  in  the  welfare  of  their  clerks  that 
they  forbid  any  employe  to  marry  unless  he 
is  in  receipt  of  a  certain  salary.  Strange  to 
say,  we  went  to  war  with  a  country  because 
it  would  not  grant  Englishmen  the  franchise  ; 
yet  here,  in  our  midst,  are  men  who  arrogate 
to  themselves  the  power  of  decreeing  that  an 
employ^  shall  not  marry  unless  his  salary  be 
such-and-such  a  sum.  Is  this  country  to  be 
ruled  by  a  pack  of  dirty,  money-lending 
Jews? 

A  bank  which  makes  such  a  rule  as  the 
above  obviously  underpays  its  servants,   for 


The  Kindness  of  Bank  Directors    175 

the  older  and  better-class  companies  have 
not  yet  descended  to  this  depth.  In  the 
face  of  this  it  is  somewhat  amusing  to  call 
England  a  free  country.  Why,  if  a  director 
dared  to  approach  his  workmen  in  this  spirit 
they  would  rise  against  him  to  a  man. 
They  have  had  enough  of  his  "sympathy." 
They  know  his  "  kindness "  of  old ;  and, 
very  wisely,  they  have  combined  against 
him.  Until  the  clerks  do  the  same  against 
the  tyranny  of  the  companies  they  will  never 
get  fair  play. 

We  are  hearing  a  great  deal  just  now 
about  the  tyranny  of  the  men  and  their 
Unions.  But  consider  for  one  moment  the 
position  of  the  clerk.  He  is  sweated,  under- 
paid, despised ;  and  he  is  afraid  to  raise  his 
voice.  Why  ?  Simply  because  he  has  not 
a   Union! 

The  companies  complain  of  the  despotism 
of  the  working  man  ;  but  their  directors  are 
convicted  by  their  own  conduct  towards 
their  clerks.  Why  should  they  be  any 
•'  kinder "  to  the  workman  than  they  are 
to  the  clerk.  Of  course,  if  there  were  no 
Unions  these  directors  would  immediately 
begin  to  sweat  him  too.     They  would   pay 
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a  ganger  a  good  wage,  just  as  they  now  do 
a  manager  or  secretary,  part  of  whose  busi- 
ness it  would  be  to  sweat  the  men.  A 
clerks'  union  would,  if  it  were  successful, 
soon  do  away  with  the  overpaid  "official." 
There  would  be  no  occasion  to  apotheosize 
a  certain  individual,  because  a  fair  wage 
would  have  to  be  paid  to  each  clerk ; 
consequently,  the  "ganger"  would  not  be 
wanted  in  an  office.  At  least,  his  most 
important  function  would  be  gone  and  he 
would  be  paid  merely  to  manage  the  office. 

The  present  system  is  simply  iniquitous, 
and,  what  is  more,  so  it  will  remain  unless 
the  clerks,  like  the  workmen,  combine. 
And  is  any  person  so  simple  as  to  imagine 
that  these  directors,  who  systematically 
sweat  their  clerks,  would  not  extend  the 
same  system  to  the  workmen  if  they  could 
only  smash  their  Unions?  They  would 
immediately  lengthen  their  hours  and  reduce 
their  pay.  Their  philanthropic  speeches  are 
mere  blinds,  which  they  discreetly  draw  over 
their  windows ;  and  it  is  quite  time  that  they 
were  torn  down,  so  that  the  public  can  at 
least  see  the  game  they  are  playing. 

Directly  a  firm  is  converted  into  a  limited 
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liability  company  this  policy  of  concentration 
begins.  Old  servants  are  sacked,  and  a 
"ganger"  is  paid  a  good  wage  to  drive  the 
machine.  Moreover,  it  is  quite  amusing  to 
see  how  the  underpaid  clerks  toady  to  the 
"ganger."  The  supply  is  much  greater 
than  the  demand,  so  much  greater  that  the 
system  works  famously  ;  consequently,  Lon- 
don is  honeycombed  with  small  sweating- 
shops  ;  and  we  have  seen  that  some  of  the 
large  banking  companies  are  not  one  whit 
more  "kind"  to  their  employes  than  is  a 
fifth-rate  limited  liability  company  with  two 
rooms  in  a  back  street. 

Until  the  following  case  was  brought  to 
my  notice,  I  had  always  been  under  the 
impression  that  those  banks,  which  have 
adopted  a  marriage-minimum  for  the  good 
of  their  underpaid  clerks,  would  not  actually 
"sack"  a  man  who  got  married  in  spite  of 
his  directors.  Their  advice  was  excellent ; 
and  no  married  man  would  dispute  the 
wisdom  of  it ;  but  their  brutality  eclipsed 
even  the  soundness  of  their  views  on 
domestic  affairs.  Doubtless  there  are 
gentlemen  upon  the  various  Boards  who 
are  entitled    to   speak   with   authority   upon 


178       A  Bee  among  the  Bankers 

both  wine  and  women ;  and  the  decree 
seems  to  bear  the  stamp  of  their  ripe 
judgment.  There  is  an  M.P.  on  the 
Board  of  the  bank  in  question.  He,  of 
course,  should  be  an  expert  —  a  parHa- 
mentary  expert  as  to  who  ought  to  marry. 
Why  does  not  the  kind  gentleman  introduce 
a  bill  suggesting  a  marriage-minimum  for 
the  Nation?  And  this  domestic  legislator, 
perhaps,  might  like  to  sound  the  Colonies 
on  the  subject  ?  Their  answer  would  be 
sharp  and  short.  What  a  domesticated 
M.P. !     What  a  Papa  for  the  Nation! 

This  bank  is  a  "clearing"  institution,  and 
its  marriage-minimum,  I  fancy,  is  ;^i40  per 
annum,  but  I  am  not  quite  certain  of  the 
figures.  A  clerk,  without  the  knowledge 
of  the  directors,  and  in  defiance  of  their 
precious  **  marriage-minimum,"  took  unto 
himself  a  wife.  Oh,  yes,  the  Church  gave 
its  blessing.  The  young  man's  opinions 
were  quite  orthodox  in  that  respect,  though 
he  did  not  hold  the  same  banking  views  on 
marriage  as  his  paternal  directors. 

For  many  months  he  wisely  refrained  from 
alluding  to  his  domestic  affairs ;  but,  one 
day,  he  let  the  cat  out  of  the  bag,  and  some 
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office  sneak  reported  the  fact  to  the  manager, 
who  wrote  a  letter  to  the  Board.  The  clerk 
was  sacked. 

He  was  too  disgusted  to  beg  for  mercy, 
and  occupied  his  time  answering  advertise- 
ments, with  a  result  which  is  only  too  well 
known  to  those  bank  clerks  who  have  tried 
it.  His  experience  of  the  world  was  small  ; 
and  he  told  all  and  sundry  who  his  father 
was  and  what  his  uncle  was.  Of  course,  they 
did  not  care  a  hang  about  his  big  relations. 
Letters  of  this  kind  should  be  sharp,  short, 
and  to  the  point.  Business  people  really  do 
not  want  to  read  about  either  our  uncles  or 
our  aunts.  He  learnt  the  art  in  time — the 
difficult  art  of  condensation.  His  wife 
taught  it  to  him. 

The  lady  had,  before  her  marriage,  en- 
joyed a  business  training,  and,  enraged  by 
his  want  of  success,  she  took  up  the  pen  and 
wrote  a  letter.  She  remembered,  when  in 
business,  how  her  employer  used  to  laugh  at 
the  letters  of  applicants  who  related  the 
many  virtues  of  their  ancestors  as  well 
as  their  own,  and  that  it  was  his  custom 
to  select  the  writers  of  the  shortest  epistles 
for   an    interview.       He    copied    her    note, 
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and,    for    the    first    time,    he    received    an 
answer. 

The  last  refuges  for  the  destitute  appear 
to  be  the  insurance  companies  and  the  wine 
trade.  Sacked  bank  clerks,  after  being 
buffeted  about  in  the  ocean,  as  though  by 
a  miracle  suddenly  find  themselves  in  one 
of  these  channels,  and  there  they  drift  with 
the  tide,  like  derelicts,  at  the  mercy  of  every 
storm. 

This  man  was  appointed  an  inspector  of 
agents  to  an  insurance  company  at  thirty 
shillings  a  week.  About  the  life  I  know 
nothing  whatever,  for  the  tide  took  me  in 
an  altogether  different,  and  somewhat  un- 
usual, direction — so  unusual  that  I  think  the 
facts  would  make  a  most  amusing  book. 

A  bank  clerk,  when  he  is  suddenly  cut 
adrift,  finds  himself  in  an  unknown  world. 
He  rubs  his  eyes,  and  wonders  where  on 
earth  he  is,  for  everything  seems  so  different 
to  what  he  had  imagined  it  to  be.  The  fierce 
light  blinds  him  ;  his  brain  swims  ;  he  cannot 
even  collect  his  thoughts  ;  and  his  opinions 
have  all  vanished.  He  has  not  a  single  one 
left. 

It  takes  an  animal  which  has  been  wont 
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to  feed  on  herbs  many  years  to  accustom  its 
stomach  to  a  meat  diet.  A  bank  clerk  is  a 
spoon-fed  biped.  From  his  early  youth  he 
has  been  accustomed  to  walk  into  the  bank 
at  half-past  nine  ;  and  there  he  remains,  like 
a  bird  in  a  cage,  until  five  or  six  in  the 
evening.  Those  who  spend  their  evenings 
in  public-houses  (and  there  are  not  a  few 
of  them  who  find  the  atmosphere  inviting) 
fancy  that  they  understand  the  ways  of  the 
strange  men  and  stranger  women  to  be  met 
there  ;  but,  no — that  experience  has  to  be 
bought  in  another  school.  One  cannot  take 
it  in  through  one's  eves.  It  has  to  be 
learned  in  the  streets,  in  the  open  market. 
A  caged  bird  cannot  possibly  understand  the 
impulses  of  its  wild  kindred  who  have  to  find 
their  own  food — somehow.  They  have  no 
"kind"  directors  to  feed  them  night  and 
morning,  no  cage  or  bank  into  which  they 
can  retire  for  a  meal.  The  bank  clerk  who 
leaves  his  "  cage  "  after  thirty  runs  terrible 
risks  ;  and  to  turn  them  out,  as  directors  do, 
when  they  are  from  thirty-two  to  forty,  is 
simply  a  cruel  shame.  The  directors  quite 
well  know  that  they  are  fit  for  nothing  but 
banking  at  that  age  ;  but  their  "  kindness  " 
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is  as  peculiar  as  their  "patriotism."     Both 
help  to  increase  the  dividends. 

The  magnificent  salary  of  an  inspector  of 
agents  did  not  satisfy  the  ex-bank  clerk's 
wife,  who  left  him  and  returned  to  business. 
Finally,  my  informant  tells  me,  she  went  on 
the   streets.       So    much    for    the    marriage- 

o 

minimum  of  a  well-known  '*  clearing "  bank 
and  the  kindness  of  its  directors! 

The  following  extract  from  a  letter,  which 
appeared  in  the  Fmancial  News,  will  illus- 
trate the  kindness  of  Scotch  bank  directors: — 

"  I  had  the  misfortune  to  enter  the  service 
of  a  Northern  bank  having  its  head-office  at 
Aberdeen.  My  salary,  after  five  years,  was 
^30  only,  upon  which  I  could  not  have 
existed  if  I  had  had  no  parents.  A  year 
afterwards,  on  my  promotion  to  the  princely 
sum  of  ;^50  per  annum,  I  showed  my  grate- 
fulness by  quitting  the  bank  and  entering  a 
more  lucrative  field  of  labour  in  London. 
Of  course,  many  bank  clerks  were  less 
liberally  treated.  In  one  bank  at  least  there 
was  a  most  undesirable  system.  The  head- 
ofifice  paid  the  manager  (or  agent,  as  he  is 
called  in  Scotland)  a  fixed  sum  for  his  salary 


The  Kindness  of  Bank  Directors     183 

and  service  of  clerks.  The  consequence  was 
the  unfortunate  officials  under  this  system, 
after  four  or  six  years'  service,  received  as 
salary  a  sum  that  a  London  errand-boy  would 
turn  up  his  nose  at. 

"Agents  continually  worry  their  customers 
with  the  question,  'Have  you  got' — no; 
not  that  ;^io  note — but,  '  Have  you  got 
your  life  insured  ? '  It  is  unnecessary  to  say 
that  the  poor  clerk  has  to  do  the  agent's  out- 
side work  for  the  love  of  seeing  his  master 
wax  fat. 

**  Scotch  banks  seldom  promote  their 
officials  to  agencies.  The  local  solicitor, 
farmer  or  grocer  secures  the  post ;  and  the 
accountant  has  to  take  care  that  ignorance  of 
banking  on  the  part  of  his  chief  causes  no 
blunders.  Occasionally,  an  aspirant  to  an 
agency  gets  appointed  to  some  God-forsaken 
place,  and  generally  dies  there ;  for  it  is 
practically  a  'lifer.'  What  does  Mr  Warren 
think  of  this  state  of  affairs  north  of  the 
Tweed  ? — Yours  faithfully, 

"  Sandy  Macpherson. 

"London,  November  7,  1900." 
I  think  that  it  is  immensely  funny,  for  the 
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half-yearly  reports  of  some  of  the  Scotch 
banks  are  simply  reeking  with  titled  directors. 
Indeed,  when  one  runs  one's  eye  down  a  list, 
it  reads  like  a  page  from  Walter  Scott.  All 
the  so-called  glorious  names  in  Scottish 
history  seem  to  meet  one's  eye  ;  and  to  think 
that  the  descendants  of  these  piratical  old 
skull-crackers  are  perhaps  managing  a  vile 
sweating-shop  disguised  as  a  bank.  What 
would  their  Walter  think  of  them  now  ?  He 
was  intoxicated  by  their  rank  and  wealth  ; 
but  he  never  fathomed  the  depth  of  their 
dirty,  tyrannical  little  souls. 

The  above  letter  speaks  for  itself.  Here 
are  Scotch  bank  directors,  who,  like  a  dirty 
Jew  tailor,  pay  an  agent  to  sweat  and  oppress 
the  clerks.  No  wonder  the  Scotsman  is 
hated  in  London.  Some  English  bank 
directors  are  brutal  enough ;  but  I  do  not 
believe  that  there  is  a  single  large  bank  south 
of  the  Tweed  which  sweats  its  clerks  to  the 
extent  described  in  this  letter.  Any  bank 
which  requires  the  services  of  a  manager, 
who  will,  if  paid  a  good  salary  himself,  sweat 
the  clerks  to  death,  cannot  do  better  than 
take  a  few  Scotsmen  into  their  service. 
They  will  do  it  for  them — and  so  piously. 
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The  Jew's  nose  is  somewhat  against  him  ; 
and  even  when  he  has  been  "duly"  con- 
verted, he  is  seldom  popular ;  but  the 
Scotsman  is  so  fatherly  in  his  manner,  so 
sympathetic,  so  ready  to  give  advice,  and 
so  regular  in  his  attendance  at  church.  He 
is  the  Jew  for  the  banks.  And  not  only  for 
the  banks,  but  for  every  English  company 
which  desires  to  sweat  its  employes.  He 
does  not  swear  like  the  Englishman — at 
least,  not  to  quite  the  same  extent ;  and  he 
looks  so  respectable.  And  what  words  of 
comfort  he  has  for  the  orphan  and  the  widow, 
or  for  those  who  are  in  distress.  The  tears 
are  in  his  voice.  And  his  eyes — how  tender 
they  are.  And  the  whisky!  Hardly  the 
breath  of  a  saint ;  but,  still,  even  with  his 
little  failing,  with  his  one  redeeming  vice 
which  keeps  him  just  human,  he  makes  an 
excellent  bank  manager.  We  can  see  from 
Mr  Macpherson's  letter  that  he  does ! 

A  Scotch  newspaper,  when  reviewing  one 
of  my  books,  said  : — 

"  Of  course,  the  author's  remarks  do   not 
apply  to  the  banks  north  of  the  Tweed." 

Indeed  !     I  have  reason  to  think  that  they 
do,   that   their  customers  will  find  a  "little 
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banking  tour  "  pay  them  extremely  well,  that, 
in  short,  Scotch  bank  managers  should  be 
dealt  with  in  precisely  the  same  manner  as 
Eng^lish  bank  manasfers. 

I  know  that  there  are  only  ten  large  banks 
in  Scotland,  but  they  are  all  rivals,  and  tout- 
ing for  desirable  accounts  is  not  by  any 
means  unknown  north  of  the  Tweed,  whilst 
I  am  assured,  by  a  Scotsman  who  knows 
them,  that  it  is  quite  amusing  to  listen  to  on-e 
agent  running  down  the  agent  of  a  competing 
bank.  The  one  does  not  think  the  ways  of 
the  other  at  all  nice,  and  vice  versa. 

I  should  not  have  touched  upon  the  '*  kind- 
ness "  of  bank  directors  had  I  not  received  so 
many  letters  making  inquiries  as  to  how  the 
banks  treat  their  employ h,  and  though  a  few 
of  the  better- class  banks,  I  dare  say,  are 
fairly  considerate,  the  very  great  majorty  of 
them  adopt  the  system  discussed  in  these 
pages. 

The  remaining  chapters  of  this  volume 
deal  with  the  position  of  the  Australian, 
African,  and  Indian  banks  in  London. 


CHAPTER    IX 

THE    AUSTRALIAN    BANKS    IN    LONDON 

When  discussing  the  Australian  banks  one 
reverts  instinctively  to  1893,  the  year  of  the 
crisis,  which  came  as  a  rude  shock  to  the 
British  public,  and  enveloped  those  institu- 
tions in  a  cloud  of  suspicion  for  many  years. 
Among  the  banks  then  in  London  four  only 
came  through  the  ordeal  with  flying  colours, 
viz.,  the  Bank  of  Adelaide,  the  Bank  of 
Australasia,  the  Bank  of  New  South  Wales 
and  the  Union  Bank  of  Australia. 

The  following  table,  perhaps,  will  give  a 
reader  some  idea  of  the  severity  of  the 
panic  : — 


Bank  of  Australasia,  Div.  p.c. 
Bank ofN, S.Wales,   ,,       „ 
Union  of  Australia,     , ,       , , 


14 
14 


1893. 


T-ia 

10 


Highest.  Lowest. 
1891.        1897. 


69^ 


44 
35 
25* 


A  glance  at  the  above  list  tells  us  only  too 
187 


1 8s       A  Bee  among  the  Bankers 

plainly  how  severely  the  holders  cf  shares  in 
these  banks  suffered  ;  and  by  comparing  the 
dividends  distributed  in  1893,  ^^^  Y^^^  ^^  ^^^ 
panic,  with  those  paid  during  1891,  when 
prosperity  was  at  its  zenith,  the  terrible 
times  through  which  the  banks  passed  is 
easily  gauged,  and,  of  course,  after  so  vio- 
lent an  upheaval,  depositors  were  naturally 
nervous ;  consequently,  the  banks  for  many 
months  following  this  disastrous  year  in  their 
history  had  to  support  a  constant  drain  upon 
their  resources.  The  dividends  of  1896  tell 
that  tale  pretty  plainly. 

Depositors  were  nervous,  fearful  of  another 
violent  reaction,  and  an  angry  Press  did  not 
improve  matters.  Shareholders,  too,  became 
alarmed,  and  allowing  for  accretions  to 
capital,  it  is  evident,  from  a  comparison  of 
the  highest  and  lowest  prices,  that  nervous 
members  dropped  large  sums  when  they  sold 
their  shares.  Then  during  1898,  1899  and 
1900  matters  began  to  mend.  Dividends 
increased,  and  prices  moved  up  in  sympathy 
with  them. 

Of  course,  many  banks  closed  their  doors. 
Calls  were  made  upon  their  shareholders, 
and  arrangements  were  come  to  with   their 
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depositors,  when  their  doors  were  opened 
again.  Some  of  these  banks,  we  shall  see, 
are  patched  almost  out  of  all  recognition,  and 
they  should  serve  as  a  warning  to  those  in- 
stitutions which  think  that  they  can  neglect 
ordinary  banking  precautions  with  impunity. 
Others  were  wiped  out  of  existence.  All  the 
patching  in  the  world  could  not  stand  them 
on  their  weak  legs  again,  and  perhaps  it  was 
quite  as  well  that  they  paid  the  price  of  their 
folly. 

The  Bank  of  Adelaide,  the  Western 
Australian  Bank  and  a  few  other  carefully- 
directed  companies  faced  the  crisis  with  ease, 
and  perhaps  were  even  benefited  by  it ;  for 
with  the  large  companies  in  trouble,  it  was 
an  excellent  advertisement  for  a  well- 
governed  institution  to  prove  that  a  bank- 
ing company  which  understood  its  business 
could  live  in  such  a  sea  of  trouble.  Of  this 
fact  the  two  banks  in  question  gave  a 
splendid  illustration,  and  to-day  they  rank 
among  the  safest  banks  in  Australia. 

The  events  which  led  up  to  the  1893  crisis 
are  extremely  interesting,  and  prove  that 
corporations,  like  individuals,  have  to  buy 
their  experience,  that  they  will  not  be  guided 
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by  the  past  experience  of  others  of  their 
kind.  More  especially  is  this  the  case  where 
the  environment  is  distinct ;  though  a  credit 
bank,  whether  it  be  rooted  in  England, 
Australia  or  Africa,  can,  from  its  construc- 
tion, only  adopt  one  policy  with  safety,  and 
that  is  a  cautious  one. 

In  fact,  the  younger  the  country  the  more 
cautious  should  be  the  policy  of  its  banks, 
because  in  all  new  countries  the  principal 
asset  of  the  community  is  land.  The  cus- 
tomers of  the  banks  do  not  possess  tangible 
securities  which  can  be  sold  at  a  moment's 
notice,  as  is  the  case  in  England.  Advances, 
therefore,  should  be  made  most  cautiously, 
and  liquid  assets  should  be  abundant,  be- 
cause during  a  time  of  stress  land  is  almost 
unsaleable. 

Naturally,  banks  which  advance  against 
securities  that  are  not  tangible  obtain  much 
higher  rates  than  those  current  in  this 
country,  because  their  risks  are  greater  ;  and 
if  they  choose  to  trade  with  large  propor- 
tions of  their  deposits,  then  they  can  make 
huge  profits,  but  a  period  of  inflation  is 
bound  to  set  in.  A  slump  is  certain  to 
follow  it.     Then  depositors  become  nervous. 
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Withdrawals  take  place,  and  those  com- 
panies which  are  trading  with  too  large  a 
proportion  of  their  deposits  are  compelled  to 
close  their  doors. 

A  new  country,  be  its  future  ever  so  bril- 
liant, is  certain  to  pass  through  periods  of 
wild  speculation.  Prices  of  land  rush  merrily 
up,  and  the  public,  mad  to  be  rich,  always 
buys  largely  during  a  boom,  that  is  to  say, 
just  at  the  very  moment  when  it  ought  to 
hold  aloof.  If  the  banks,  by  discounting  and 
advancing  recklessly  against  land  and  house 
property,  encourage  this  gamble,  a  certain 
number  of  them  must  be  swept  away  when 
the  tide  ebbs. 

A  gentleman  who  resided  in  Melbourne 
during  the  1893  crisis  wrote  to  the  London 
Stock  Market  Report : — 

"During  the  six  years  from  1887  to  1892 
there  had  been  a  steady  and  persistent 
gamble,  mainly  in  suburban  land  suitable 
(or  unsuitable)  for  building  purposes,  and 
the  invariable  reaction  set  in  during  1893. 
This  gamble  was  encouraged  by  the  banks, 
which  discounted  for  all  and  sundry  bills 
which    were    no    better    than    waste    paper. 
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Those  sellers  who  were  first  in  the  field 
mostly  came  out  on  top,  and,  as  is  generally 
the  case  with  nearly  every  gamble  in  secu- 
rities of  whatever  nature,  the  last  buyers 
were  left  sore  and  lamenting." 

How  true  is  that  last  remark!  The 
public  comes  rushing  in  on  a  rise  like  a 
whirlwind.  It  is  greedy.  It  is  not  polite 
to  say  so,  but  that  strange  entity  the  mys- 
terious public,  whose  caprice  no  man  can 
gauge  accurately  (he  would  be  rolling  in 
wealth  were  he  able  to),  is  distinctly  greedy. 
It  wants  to  make  money  without  working 
for  it.  Most  of  us  would  like  to — the  most 
Christian  of  us.  It  would  be  so  nice  to  do 
good  to  others  with  it.  The  public,  week  in 
week  out,  sees  prices  rising, -and  watching 
rising  prices  makes  it  giddy.  Suddenly  a 
brilliant  idea  strikes  it.  Why  should  it  not 
have  a  little  flutter  while  the  sun  is  shinine  ? 
It  does  not  reason,  for  if  it  did  it'  would 
hesitate.  It  simply  rushes  in  like  an  ava- 
lanche, and  the  game  is  up.  It  has  got  its 
securities,  but  it  has  lost  its  money. 

A  speculator's  objective  is  to  get  the 
public  behind  him.      If  he  can  do  that  his 
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fortune  is  made ;  but  simple  as  the  game 
looks,  it  is  one  of  the  most  difficult  in  the 
world  to  play  successfully.  He  knows  that 
he  must  send  them  "up"  and  "up"  and 
"up,"  and  then  clear  out  when  the  public 
rushes  in ;  but  he  generally  ruins  himself 
before  it  does.  He  has  to  arouse  its 
curiosity,  to  arrest  its  attention,  and,  finally, 
to  make  it  mad  with  greed.  His  own  funds 
are  apt  to  give  out  before  he  succeeds. 
My  correspondent  concludes  : — 

"  The  banks  were  undoubtedly  greatly  to 
blame',  but  they  did  not  originate  the  trouble, 
which  was  caused  by  that  passion  for  specu- 
lation inherent  in  the  human  race." 

Alas !  That  is  only  too  true ;  and  it  is 
equally  true  that,  though  we  all  know  the 
folly  of  it,  our  memories  are  short,  and  that 
before  many  years  are  over  we  shall  be 
plunging  blindly  again,  as  though  madly 
endeavouring  to  make  up  for  lost  time.  Of 
course,  the  banks  did  not  originate  the 
trouble ;  but  instead  of  trading  prudently, 
instead  of  husbanding  their  resources  during 
a  boom,  they  deliberately  helped  to  finance  a 
gamble,  and  when  the  inevitable  reaction  set 
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in,  they  suffered  with  the  rest.  Now,  a  good 
banker  takes  care  that  all  losses  are  borne  by 
his  customers.  That,  in  short,  is  the  policy 
of  a  joint-stock  bank,  and  precedent  clearly 
proves  that,  when  it  departs  from  it,  disaster 
is  invariably  the  result. 

For  some  three  or  four  years  previous  to 
1893  Australia  was  advancing  very  rapidly, 
and  no  doubt  this  progress  engendered  severe 
competition  among  the  banks,  each  being 
anxious  to  gain  business  and  to  increase  its 
distributions. 

Unfortunately,  many  of  the  shares  were 
held  in  this  country,  and  large  sums  were 
drawn  from  us  in  the  shape  of  deposits,  with 
which  the  Australian  banks  allowed  their 
customers  to  gamble — for  a  gamble  it  was  in 
the  most  reckless  sense  of  the  word. 

For  a  few  years  all  went  merrily. 
Australia,  we  were  told,  was  a  perfect  El- 
dorado, with  simply  boundless  natural 
resources,  which,  when  developed,  would 
astonish  the  world,  and  make  speculators 
rich  beyond  the  dreams  of  avarice. 

Moreover,  there  was  much  truth  in  the 
assertion ;  but  even  Australia  could  not 
withstand  the  policy  of  spoliation  which  was 
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forced  upon  it  by  the  capitalists  and  the 
speculators.  She  is  a  splendid  horse ;  but 
in  the  end  these  men  rode  her  almost  to 
death,  and,  more  cruel  still,  left  her  to 
struggle  out  of  the  difficulty  as  best  she 
could. 

Depositors  in  this  country  were  blinded  by 
high  rates  of  interest,  and  shareholders  by 
huge  distributions.  The  banks,  with  a  dis- 
regard of  the  future,  which  must  now  strike 
their  directors  as  suicidal,  advanced  out  of 
all  proportion  to  their  working  resources ; 
and  customers,  who  were  able  to  borrow 
money  freely  upon  inflated  securities,  doubt- 
less began  to  share  the  opinion  that  Australia 
had  a  charmed  life,  quite  overlooking  the 
awkward  little  fact  that  she  was  encroaching 
upon  her  capital,  and  that  they  themselves 
were  living  in  a  fool's  paradise. 

Securities  were  quoted  at  figures  which 
were  considerably  in  excess  of  their  intrinsic 
value.  The  banks,  making  a  totally  inade- 
quate provision  against  the  ordinary  risks  of 
a  banking  business,  lent  much  more  capital 
than  they  could  afford  to  lend,  thereby 
encouraging  their  customers  to  gamble,  and 
accentuating  a  position  which  was  untenable. 
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This  evolution  was  a  gradual  one,  and,  at 
first,  the  result  of  steady  progress.  Out  of 
this  progress  was  manufactured  the  boom  of 
1892  to  1893,  when  the  pace  became  simply 
furious.  Now,  had  the  banks  been  well 
managed  they  could  have  saved  the  country. 
By  assisting  the  really  strong  men,  and  by 
refusing  to  touch  or  to  renew  any  bills  that 
were  at  all  doubtful,  while  readily  discounting 
good  paper,  the  banking  companies  could,  at 
least,  have  saved  the  situation  ;  but  we  know 
that  they  were  too  hard  hit  themselves. 
Their  only  only  thought  was,  "  How  can  we 
escape  ? " 

But  their  brilliant  directors  had,  of  course, 
been  gambling,  not  banking.  Their  banks 
were  as  rotten,  in  most  instances,  as  their 
customers'  securities.  They  could  only  save 
themselves  by  first  saving  their  customers, 
and  those  that  were  unable  to  do  that  had  to 
either  close  their  doors  permanently,  or  until 
they  could  come  to  some  arrangement  with 
their  depositors. 

It  seems  to  me  that,  when  a  country  is 
experiencing  a  severe  crisis,  when  business  is 
almost  at  a  standstill,  and  everybody  is  afraid 
to  trust  his  neighbour,  the  banks  alone  can 
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save  the  situation.  Such  being  the  case, 
surely  it  is  only  a  reasonable  proposition  that 
the  Government  should  compel  the  banking 
companies  to  maintain  a  certain  proportion 
of  cash  in  hand  (legal  tender)  to  their  public 
indebtedness. 

If,  when  credit  is  bad,  the  banks  of  a 
country  are  weak,  then  that  country  may 
become  bankrupt ;  and  seeing  that  directors 
are  mere  tradesmen,  who  run  them  for  gain, 
surely  the  Government  of  every  country 
should  have  some  voice  in  their  control. 
The  banks,  given  certain  conditions,  may 
ruin  a  country,  and  it  seems  dangerous  to 
leave  such  power  in  the  hands  of  men  whose 
principal  objective  is  to  pay  a  dividend.  A 
joint-stock  company  has  no  soul  and  no 
patriotism,  and  Things  of  this  description,  in 
their  search  after  profit,  often  neglect  the 
interests  of  a  nation,  despite  the  fact  that, 
were  the  subject  thoroughly  understood,  it 
would  be  evident  that  the  interests  of  each 
is  identical,  for  a  weak  bank,  during  a  crisis, 
is  wiped  out  of  existence,  and  no  amount  of 
profit  will  compensate  it  for  such  a  fate.  We 
have  seen,  however,  that  very  many  Aus- 
tralian banks  accepted  the  risk,  and  naturally 
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enough  they  paid  the  penalty.  But  had  the 
various  Governments  insisted  upon  their 
maintaining,  during  normal  times,  say,  a 
ratio  of  20  per  cent,  of  cash  to  public 
liabilities,  the  probability  is  that  not  one  of 
them  would  have  suspended  in   1893. 

The  banks  could  not  have  prevented  the 
gamble.  They  did  not  originate  it ;  but  they 
did  encourage  it,  and,  what  is  more,  largely 
financed  it.  Calls,  we  know,  were  the  order 
of  the  day  in  1892  and  1893.  Thousands  of 
shareholders  were  ruined,  and  thousands 
more  were  seriously  inconvenienced,  whilst  it 
was  often  impossible  for  depositors  to  with- 
draw their  money.  Some  of  the  "  schemes 
of  arrangement,"  too,  were  not  above  criti- 
cism. The  position  of  both  the  banks  and 
their  customers  was  a  truly  terrible  one. 

This  policy  belongs  to  the  past,  though  it 
does  not  reflect  much  credit  upon  the  ability 
and  judgment  of  those  directors  who,  with 
their  eyes  open,  and  with  the  disasters  which 
characterised  a  similar  movement  in  this 
country  staring  them  in  the  face,  steered 
their  ships  into  such  a  sea  of  trouble,  out  of 
which  the  splendid  resources  of  the  country 
alone  dragged  them. 
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Small  wonder,  then,  despite  the  proverbial 
short  memories  of  investors,  that  the  public 
should  still  hesitate  to  trust  the  authors  of  so 
mistaken  a  policy. 

Such  a  fatal  blunder,  it  stands  to  reason, 
was  not  to  be  repaired  in  a  year,  or,  indeed, 
in  a  decade  ;  and  we  shall  see  that  some  of 
the  banks  are  still  seriously  handicapped  by 
the  crisis  of  1893.  Some  of  them  advanced 
too  largely  against  station  properties,  and 
when  the  slump  came,  had  to  take  them  over 
and  farm  them  themselves. 

Wherever  it  is  evident  that  a  bank  has 
land  on  its  hands,  or  is  enoaaed  in  some 
business  other  than  that  of  bankino-,  the 
public  would  be  well  advised  to  give  it  a  wide 
berth,  for  disaster  is  pretty  certain  to  over- 
take it  sooner  or  later.  The  time  will  come 
when  the  particular  business  in  which  it  is 
engaged  will  undergo  a  period  of  acute  de- 
pression. Then,  in  order  to  bolster  up  the 
said  business,  the  bank  will  be  compelled  to 
transfer  additional  capital  thereto  ;  and  this 
drain  may  reduce  its  ratio  of  liquid  assets  to 
its  public  indebtedness  to  a  dangerously  low 
percentage,  while,  should  the  public  become 
nervous  at  its  state  of  unpreparedness  and  a 
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run  ensue,  the  bank  would  be  obliged  to  close 
its  doors. 

We  next  come  to  deposits,  and  it  must  be 
remembered  that  the  Australian  banks,  un- 
like our  own,  encourage  deposits  at  long 
notice.  It  seems  a  pity,  therefore,  that  they 
do  not  carefully  distinguish  in  their  balance- 
sheets  money  which  is  due  one,  two,  or 
three  years  hence,  as  the  case  may  be,  from 
that  due  on  demand,  for  a  bank  obviously 
does  not  require  to  hold  so  large  a  propor- 
tion of  cash  in  hand  against  ^100,000  at 
from  one  to  three  years'  notice  as  it  would 
against  a  like  sum  payable  at  call.  On  the 
other  hand,  these  "fixed"  deposits  may  be 
gradually  withdrawn  as  they  mature,  and  a 
bank  can  by  no  means  trade  as  freely  with 
them  as  it  can,  for  instance,  with  the  paid-up 
capital  of  its  members.  The  danger  of  a 
sudden  withdrawal  is  averted,  but  they  may 
prove  a  constant  drain  upon  a  bank's  resources, 
if  its  credit  be  bad,  for  all  that ;  consequently, 
a  fair  reserve  against  "fixed"  deposits  is  an 
imperative  necessity. 

After  making  careful  inquiries,  I  find  that 
some  of  the  Australian  banks  refuse  deposits 
at   call    except   from    their  own    customers. 
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Others  will  not  take  sums  of  less  than  ;^ioo 
or  ^200  ;  and  the  rate  at  the  moment  is  3^ 
per  cent,  for  one  or  two  years  fixed.  An- 
other bank  quotes  3  per  cent.,  and  yet 
another  allows  3  per  cent,  for  one  year  fixed, 
and  32  for  two  and  three.  A  reader,  if  he 
be  satisfied  with  the  position  of  any  bank 
reviewed  in  these  pages,  can  apply  to  the 
manager  for  particulars. 

It  would  be  an  exaggeration  to  say  that 
the  Australian  banks,  as  a  class,  in  spite  of 
the  noticeable  improvement  in  their  position 
during  recent  years,  are  as  strong  as  our 
own,  for  they  most  decidedly  are  not,  but  when 
the  English  companies  are  only  allowing  1,1*, 
or  even  h  on  deposit,  there  seems  no  reason 
why  money  should  not  be  deposited  with  the 
strongest  of  the  Australian  companies  ;  and 
these  will  be  carefully  indicated  in  my  pages. 

Remembering  that  a  certain  proportion  of 
their  deposits  are  "  fixed,"  and  that,  therefore, 
the  danger  of  a  sudden  demand  on  the  said 
proportion  is  removed,  I  would  suggest  that 
an  Australian  bank  which  has  ^40  in  liquid 
assets  to  each  ^100  it  owes  to  the  public  can 
be  trusted  without  fear,  provided,  of  course, 
that  the  said  assets  really  are  liquid.     We 
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shall  find  very  few  of  them  in  so  satisfactory 
a  position  ;  and  the  Bank  of  Adelaide  and 
the  Western  Australian  Bank,  two  com- 
panies which  are  particularly  strong  and 
well  managed,  are  noticeable  exceptions  of 
what  banking  companies  ought  to  be,  rather 
than  representative  of  the  Australian  banks 
as  a  class. 

The  large  Australian  banking  companies, 
we  shall  see,  possess  from  ^30  to  ^^35  in 
liquid  assets  to  meet  each  ;^ioo  of  public 
indebtedness,  and  though  these  ratios  seem 
too  small,  I  do  not  think  that  the  banks,  see- 
ing that  a  large  proportion  of  their  deposits 
are  "  fixed,"  can  be  called  unsafe.  At  the 
same  time,  the  tendency  most  decidedly 
ought  to  be  in  an  upward  direction,  and  when 
a  person  leaves  money  with  an  Australian 
bank  which  has  only,  say,  £-^2  or  £-^^2)  i^ 
liquid  assets  to  meet  every  £\oo  of  its  public 
indebtedness,  he  should  take  care  that  the 
said  liquid  assets  consist  of  cash  and  un- 
doubted securities. 

Where  this  ratio  is  below  ^30  to  each 
^100  of  a  bank's  liabilities  to  the  public,  I 
myself  siiould  not  care  to  deposit  with  the 
institution ;     but    this    is    only    one    man's 
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opinion  ;  and  my  readers  are  quite  as  well 
able  to  judge  as  I — probably  better  able,  in 
fact.  Then,  again,  when  the  liquid  assets 
ratio  is  low,  the  risks  of  a  bank's  share- 
holders are  very  appreciably  increased ;  and 
members,  with  the  1893  crisis  green  in  their 
memories,  most  decidedly  ought  to  consider 
whether  they  be  in  a  position  to  accept  such 
heavy  responsibilities.  I  certainly  should 
not  care  to  hold  shares  in  an  Australian  or 
any  other  bank  which  only  possesses  £2^  in 
liquid  assets  against  each  ;!^ioo  it  owes, 
because,  in  the  event  of  a  panic,  it  would  be 
one  of  the  first  to  close  its  doors. 

A  customer,  too,  should  select  a  strong 
bank ;  for  he  does  not  wish  to  lose  his 
current  -  account  balance,  or,  when  his 
account  is  overdrawn,  to  risk  having  his 
business  ruined  through  his  inability  to  find 
another  banking  company  that  will  advance 
against  his  securities.  Therefore,  it  is  to  the 
interests  of  customers,  depositors  and  share- 
holders to  take  care  that  they  deal  with  a 
strong  bank  ;  consequently,  they  should  only 
encourage  sound  banking  institutions  ;  for  a 
large  bank  which  has  but  ^25  in  liquid 
assets  to  each  ;i^ioo  of  its  public  liabilities  is 
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a  menace  to  the  solvency  of  the  district  in 
which  it  is  situated. 

I  maintain  that  it  is  the  duty  of  the  joint- 
stock  banks  to  keep  their  assets  sufficiently 
liquid  so  that,  should  credit  become  bad, 
they  would  be  in  a  position  to,  if  it  were 
necessary,  save  the  country ;  and  if  they 
neglect  this  duty,  then  it  is  the  business  of 
the  Government  to  step  in  and  make  them 
perform   it. 

Now,  the  Australian  banks,  in  spite  of 
their  improved  positions,  are,  as  a  body, 
very  far  removed  from  ideal  credit  institu- 
tions ;  and  were  the  country  to  experience 
another  panic  like  1893,  I  question  if  50  per 
cent,  of  the  companies  discussed  in  these 
pages  would  be  able  to  face  it  successfully. 
The  stupid  policy  of  bank  directors  has  been 
the  curse  of  Australia ;  and  it  is  a  little  dis- 
quieting to  find  that  some  of  the  banks  in 
London  are  only  fair-weather  institutions, 
that  a  ofale  of  considerable  violence  would 
shipwreck  them  in  a  very  short  space  of 
time.  Perhaps,  therefore,  this  book  will  help 
a  reader  who  is  anxious  to  select  a  strong 
bank  with  which  to  do   business. 

A  few  lines  on  the  points  to  be  particu- 
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larly  noticed  will  probably  prove  of  some 
assistance  to  those  readers  who  have  not 
studied  the  question.  This  class  of  bank 
borrows  money  from  the  public  on  current- 
account,  on  deposits  at  short  notice,  and  on 
deposits  "  fixed "  for  one  or  more  years. 
They  have,  therefore,  to  be  in  a  position  to 
meet  all  reasonable  demands  promptly  ;  con- 
sequently, the  greater  the  proportion  of  legal 
tender  in  hand  to  liabilities  the  stronger  is 
the  bank.  Cash,  it  should  be  remembered, 
is  a  bank's  most  vital  asset,  because  a  credit 
institution's  very  life,  in  the  event  of  a  run, 
depends  upon  its  ability  to  liquidate  its 
indebtedness  to  the  public  by  means  of  it ; 
therefore  an  abundant  supply  of  cash  is 
the  strongest  point  in  a  bank's  favour. 

Secondly,  we  have  to  examine  the  invest- 
ments of  a  banking  company  ;  and  if  these 
be  abundant,  and  of  such  a  nature  that  they 
can  be  readily  sold,  the  bank,  provided  it 
has  a  good  supply  of  cash,  is  well  managed. 

Thirdly,  we  come  to  "money  at  call  and 
short  notice."  This  entry  consists  of  money 
lent  to  bill-brokers,  stock-brokers,  etc.,  for 
short  periods  ;  and  though  it  is  more  liquid 
than  advances,  it  would  probably  be  difficult 


2o6       A  Bee  among  the  Bankers 

to  call  in  during  a  panic,  and,  consequently, 
is  less  to  be  relied  upon  than  gilt-edged 
securities. 

The  various  banks  in  London  will  be  dis- 
cussed alphabetically ;  and  the  first,  there- 
fore, is  : — 

THE    AUSTRALIAN    JOINT-STOCK 
BANK,  LIMITED. 

London  Office  :  2   King  William  Street, 
E.G. 


date. DECEMBER  3  I,    I  9OO. 
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The    Australian    Joint-Stock    Bank    was 
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established  in  1853,  so  it  has  been  in 
existence  some  forty-eight  years,  but  age 
does  not  appear  to  have  strengthened  its 
position ;  and  though,  in  a  sense,  the 
above  ratios  are  somewhat  misleading,  for 
reasons  which  will  be  explained  later  on, 
it  is  quite  evident  therefrom  that  the  good 
ship  has  been  sailing  in  troubled  waters,  that 
it  is  one  of  those  much-patched  vessels 
alluded  to  in  my    introduction. 

A  glance  at  the  Capital  Account  tells  us 
plainly  enough  that  the  shareholders  have 
little  cause  to  thank  those  who  were 
responsible  for  the  bank's  management 
prior  to  1893  J  ^"^  ^he  depositors,  too,  I 
should  imagine,  were  not  then  in  a  very 
happy  frame  of  mind. 

Liabilities  to  the  public  are  given  as — 

Fixed  Deposits,  A  and  B  series  .     ^4,513)327 

Accrued   Interest   on  all  Fixed   De- 
posits and  Inscribed  Stock     .         .  88,411 

Notes  in  Circulation        .     ;^i34,288 

Bills  in  Circulation  .  150,426 

Balances    due   to    other 

Banks         .         .         .  10,981 

Current    Accounts    and 

new  Fixed  Deposits    .      1,179,605 

1,475,300 

^6,077,038 


2o8        A  Bee  among  the  Bankers 

;i^i,475,300,  we  are  told,  is  a  prior  charge 
on  all  the  assets  of  the  bank.  It  follows, 
therefore,  that  the  Company's  depositors  are 
divided  into  Preferred  and  Deferred  creditors. 
The  Deferred,  we  can  see,  are  the  holders 
of  the  3  per  cent.  A  and  B  Fixed  Deposits, 
and  the  3I  per  cent.  Inscribed  Stock,  while 
the  Preferred  consist  of  those  within  the 
charmed  ^1,475,300;  and,  assumably,  all 
future  deposits  and  current-account  balances 
will  rank  as  a  first  charofe. 

Ca:sh  assets  are  put  down  thus — 

Coin  and  Bullion  .....  _;^5  74,491 
Cash  with  London  Bankers  .  .  .  85,791 
Queensland  Government  Treasury  Notes  32,187 
Notes  of  other  Banks     ....  9A79 

Balances  due  by  other  Banks         .         .         17,920 


^719,868 


These  give  a  ratio  per  cent,  to  the  bank's 
total  liabilities  of  1 1  '84  —  a  rather  small 
proportion. 

But  here  we  have  a  policy  of  patching  and 
underpinning  ;  and  as  the  Preferred  creditors 
would  get  the  first  look  in  should  the  bank's 
trading  prove  unfortunate,  we  naturally  want 
to  know  how  they  stand  in  relation  to  the 
above  assets. 
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On  the  31st  December  1900  the  bank  pos- 
sessed ;^48,  7s.  of  cash  assets  to  meet  each 
^100  of  its  indebtedness  to  its  Preferred 
depositors  ;  and  though  this  may  strike  some 
of  my  readers  as  an  excellent  state  of  pre- 
paredness, I  myself  am  bound  to  confess 
that  I  do  not  like  the  system ;  and  many 
will  doubtless  give  thanks  that  our  own 
banks  are  not  patched  in  such  fashion. 

Moreover,  it  is  surely  better  to  deposit 
with  a  company  that  can  show  a  strong  pro- 
portion of  liquid  assets  without  distinctions 
of  this  description. 

;^i 35,769  is  described  as  "  Bills  Receiv- 
able in  London  and  Remittances  in  transit"  ; 
but  why  this  asset  should  be  called  liquid 
I  am  quite  at  a  loss  to  explain.  Indeed,  it 
would  be  extremely  interesting  to  hear  the 
bank's  reason  for  not  classing-  this  sum  with 
advances.  Bills,  certainly,  are  not  liquid  if 
they  have,  say,  more  than  seven  days  to 
run ;  and  remittances  in  transit,  unless  they 
be  cash  documents  payable  at  sight,  can 
hardly  be  so  classed.  However,  the  ratio 
will  be  found  in  our  second  column. 

Investments  are — 

British  Consols .         .         .         .         ^213,216 
O 
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These  show  a  ratio  per  cent,  to  total  lia- 
bilities of  3*50 ;  and  while  the  quality  is 
unsurpassable,  one  could  wish  that  there 
were  more  of  them. 

The  proportion  of  total  liquid  assets  is 
17-57.  The  bank,  then,  held  £i'j'S7  of  cash, 
Bills  in  London,  etc.,  and  Consols  to  meet 
each  £100  of  its  total  indebtedness  to  the 
public  ;  and  I  cannot  help  thinking  that  the 
ratio  is  too  small. 

On  the  other  hand,  the  ratio  per  cent,  of 
total  liquid  assets  to  the  new  business,  to 
wit,  ;!fi,475,3or  works  out  at  72*4.  Of 
course,  this  proportion  is  excellent ;  but,  I 
suppose  that  the  Fixed  Deposits  will  have  to 
be  gradually  reduced,  and  that  they  will  prove 
a  drain  upon  the  resources  of  the  bank  for 
many  years  to  come.  Then  surely  it  is 
better  to  deposit  with  a  bank  that  holds,  say, 
£/^o  in  liquid  assets  to  every  ;^ioo  it  owes. 
You  will  find  plenty  of  such  banks  among 
the  African  companies,  and  a  few  among  the 
Australian. 

Advances  are  entered  in  the  balance-sheet 

as — 

Bills  discounted,  Advances  and  all 
other  Debts  due  to  the  Bank,  and 
other  Assets  at  old  Valuations       .  ;£"6, 760,7 19 
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The  ratio  per  cent,  to  total  liabilities  to 
the  public  comes  to  11 1*25,  and  seems  to 
indicate  that  the  bank  has  too  much  of  its 
working  resources  locked  up  in  advances  and 
properties.  Indeed,  it  does  not  appear  to 
have  yet  recovered  from  the  shock  of  the 
crisis  ;  and  it  looks  as  though  it  has  uphill 
work  before  it  for  many  years  to  come. 

;^399,82i  is  invested  in  Premises,  and 
;^56,895  represents  Contingent  Liabilities. 

The  Reserve  Fund  is  noticeably  small ; 
but  the  bank  has  ^129,436  standing  to  the 
credit  of  "  Profit  and  Loss  Special  Account, 
Proceeds  derived  from  the  Discharge  of  B 
Deposits  in  terms  of  Clause  10." 

Our  banks,  as  a  rule,  do  not  print  extracts 
from  their  chairmen's  speeches ;  and  we 
ought  to  feel  truly  thankful,  for  they  are 
always  dry,  and,  as  a  rule,  distinctly  stupid ; 
but  this  is  quite  by  the  way,  and  in  the 
strictest  confidence,  as  it  is  not  thought  proper 
to  speak  the  truth  about  the  authorities  that 
be.  The  discreet  only  think  these  things ; 
and  I  myself  am  speaking  in  the  softest  of 
whispers.  The  Australian  banks,  however, 
appear  to  have  a  weakness  for  printed 
speeches ;    and   the   Australian   Joint-Stock 
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Bank  is  not  an  exception  to  the  rule,  for  we 
read  : — 

"  Gentlemen,  I  have  pleasure  in  stating 
that  the  business  of  the  new  bank  continues 
to  be  satisfactory  and  remunerative." 

I  never  could  understand  the  meaning 
of  the  word  "  satisfactory " ;  so  perhaps 
it  explains  the  situation  precisely ;  but 
remunerative  —  to  whom  ?  to  the  share- 
holders ?  Surely  not !  At  least,  they  do 
not  appear  to  have  had  any  dividend ;  and 
I  cannot  see  that  they  are  likely  to  for  many 
half-years  to  come.  The  speaker's  idea  of 
"  remuneration "  can  hardly  be  the  one 
generally  accepted  in  commercial  circles. 
The  nett  profit  for  the  half-year  amounted 
to  ;^90,958,  and  was  distributed  thus — 

Interest  on  Deposit  Stock,  A  and  B 
Series,  Fixed  Deposits,  and  New 
Deposits ;^88,4ii 

Balance 2,547 


;^9o,958 


This  balance  was  added  to  ;^i  2,064,  carried 
forward  from  last  half-year,  leaving  ;^i4,6ii 
at  the  credit  of  Profit  and  Loss  Account. 

Further,  it  would  be  interesting  to  hear 


The  Bank  of  Adelaide  213 

the  exact  sum  the  bank  has  invested  in 
station  properties,  so  that  we  could  form 
some  opinion  as  to  the  amount  of  its  ad- 
vances against  bills  and  on  current  account. 
The  balance-sheet  does  not  state  these  items 
separately  ;  yet  it  seems  important  that  an 
intending  depositor  should  know  how  much 
money  the  company  has  locked  up  in  such 
properties,  as  a  prudent  banker  endeavours 
to  hold  as  little  land  as  possible.  Further, 
a  bank  which  is  farminor  huo^e  estates  is 
better  avoided.  It  seems  a  pity,  therefore, 
that  the  Australian  Joint-Stock  Bank  has 
not  supplied  this  information  in  its  balance- 
sheet. 

THE  BANK  OF  ADELAIDE. 

London  Office  :    1 1   Leaden  hall  Street, 
E.G. 

DATE. — MARCH    25,    I90I. 

°    ^-1      °r.i      °if    -1     °-^    °2^  :H      OS        :2s 

.2-315.2-3    .2„.2-3    .2g-      -3      .2  §•»    .2  5  S    -3-3    .2|:^-§       S2 

(^  «  f:i  iri        f^  !4  b<  (^  « 

17-92       17-05    1777  5274  1777   7*55    25-32  72-16  ;^6oo,ooo 

100,000  Shares  of  ;^5  each,  and  £4  paid. 
Paid-up  Capital,  ;iC400,ooo.     Reserve  Fund,  ;i^i 70,000. 
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The  Bank  of  Adelaide,  which  was  incor- 
porated by  Act  of  ParHament  in  1865, 
possesses  some  thirty-three  branches  and 
agencies ;  and  a  glance  at  the  above  ratios 
shows  us  clearly  enough  that  its  policy  is 
inspired  by  the  best  traditions ;  that,  in 
short,  it  is  as  prudently  managed  as  the  very 
best  of  our  own  banking  institutions.  The 
following  table,  perhaps,  will  illustrate  this 
assertion  : — 


London  and  "} 
Westminster  j 

London  and  I 
County        .  j 

Bank  of  | 
Adelaide     .  J 


Ratio  "/  of   ^^*^°  %  °^  I  ^^^^°  ^  °^ 
KatlO  /o  01  p  „  Mnnpv       Tnvfst- 


Cash  to 
Liabilities. 


Call  Money 

to 
Liabilities. 


15-62 
17-92 


Invest- 
ments to 
Liabilities. 


22-26 
6-49 

17-05 


i5'24 
23-11 
17-77 


Total 
Liquid 
Assets. 


53"i2 

48-14 
5274 


The  position  of  the  English    banks  are  worked  out 
from  the  balance-sheets  for  December  1900. 


It  is  at  once  apparent,  from  the  above 
list,  that  the  Australian  bank  is  in  an  excel- 
lent state  of  preparedness  to  meet  a  large 
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proportion  of  its  indebtedness  to  the  public 
at  a  moment's  notice ;  and  when  we  remem- 
ber that  a  certain  porportion  of  its  deposits  are 
"fixed,"  thereby  precluding  any  sudden  call 
from  the  holders  of  its  receipts,  we  are  forced 
to  the  conclusion  that  the  bank's  position  is 
an  exceptionally  secure  one. 

Liabilities  to  the  public  are  entered  in  the 
balance-sheet  as — 


Notes  in  Circulation     . 

£^2,^ 

.594 

Bills  in  Circulation 

190, 

,448 

Deposits 

1,913 

,387 

Balance  due  to  other  Banks 

4: 

.273 

Interest  accrued  on  Fixed  Deposits 

and  Rebate      .         .        .         . 

12 

,233 

;^2,25o 

.935 

Cash  assets  are  : — 

Specie,  Bullion  and  Cash  Balances  jQzASiS^^ 

Notes  of  other  Banks    .         .         .  2,452 

Balances  due  from  other  Banks     .  55>576 


^403,546 


These  show  a  ratio  per  cent,  to  the  above 
liabilities  of  17 "92 — a  very  good  proportion. 

Money  at  short  call  is  given  as  ^384,000, 
and  works  out  at  17 '05  per  cent. 

Investments  are  : — 
Government  Debentures       .         .     ;^4oo,02i 
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Here  we  find  a  ratio  per  cent,  to  liabilities 
of  1777.  By  Government  debentures,  I 
take  it,  the  bank  is  referring  to  the  Govern- 
ment of  South  Australia,  and  not  to  the 
British  Government. 

The  bank,  then,  possesses  ^5274  of  liquid 
assets  to  meet  each  ;^ioo  of  its  indebtedness 
to  the  public — a  splendid  position,  which,  so 
far  as  I  can  see,  is  not  equalled  by  any 
other  Australian  bank  in  London,  and  by 
very  few  in  this  country. 

Advances  are  given  as — 

Bills  receivable  and  all  other  Ad- 
vances   .         .         .         .         .    ^1,489,453 
Remittances  in  transitu      .         .  134,967 


;^i, 624,420 


The  ratio  per  cent,  to  liabilities  is  72*16, 
a  proportion  its  large  working  capital  en- 
ables it  to  support  quite  easily,  for  the 
directors  have  been  much  too  prudent  to 
sap  the  strength  of  the  bank  by  paying  away 
preposterous  dividends,  and  have  taken  the 
precaution  to  accumulate  a  good  reserve 
fund,  to  which  ^f  15,000  was  added  from  the 
profits  for  the  year,  raising  the  total  to 
^185,000.      After   all,   this    is   only  another 
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way  of  insuring  distributions  and  increasing 
the  credit  of  the  company,  which  is  thereby 
enabled  to  maintain  a  stronger  reserve  of 
liquid  assets  against  its  liabilities,  and,  con- 
sequently, to  improve  the  position  of  its 
customers  and  lessen  the  risks  of  its  share- 
holders. 

The  history  of  this  bank  is  one  of  great 
progress.  In  1890  deposits  only  amounted 
to  ^850,000,  and  now  they  are  nearly  two 
millions,  so  it  would  seem  that  a  cautious 
policy  has  paid  the  members  extremely 
well  in  the  end.  This  accretion,  too,  has 
been  accomplished  during  a  period  of 
great  anxiety,  and  is  therefore  the  more 
creditable,  while  the  crisis  of  1893  ^^^y 
added  to  the  bank's  reputation,  for  it  more 
than  held  its  own  when  its  rivals  were 
going  down  like  ninepins.  Now  that  the 
clouds  have  lifted,  the  future  of  the  Bank 
of  Adelaide  looks  very  bright.  Larger 
banks  in  Australia  there,  of  course,  are, 
but  I  have  not  yet  analysed  the  balance- 
sheet  of  a  stronger  or  of  a  better  managed  one. 

The  distribution  for  the  half-year  ended 
March  last  was  at  the  rate  of  8  per  cent. 
per  annum. 
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Again,  the  balance-sheet  is  most  lucidly 
compiled,  because,  I  suppose,  being  strong, 
it  has  nothing  to  hide ;  and  the  moral  is 
(banking  morals  seem  a  little  quaint)  deal 
with  it. 

BANK   OF    AUSTRALASIA. 

London  Office  :  4  Threadneedle  Street, 
E.G. 

date. OCTOBER    I  5,     I9OO. 
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40,000  Shares  of  £40  each.     Liability  of  ;i^40  per  share  in  case 
of   liquidation.      Paid-up   Capital,   ;[^  1,600,000.      Reserve    Fund, 

;C92S,000. 


I89I 

1892 

1893 

1894 

1895  1896 

1897 

1898   1899  igoo 

Highest      .     105^ 

Lowest        .       90 

Div.  %  April       14 

Do.  October  14 

97h 
84 

12i 
I2i 

90J 
51 

10 

7h 

75i 

^\ 

6 

61     57l 

sol  48 

6      5 

5      5 

56i 
44 

5 

5 

57    68    78 

48i  514  60J 

5"     6"     8 

6      7      9 

Average  Dividend,  1893  to  1900 — 6x\%. 

The  Bank  of  Australasia,  with  its  some 
1 50  branches,  leads  a  stirring  life ;  and 
though    it    came    through    the    1893   crisis 
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successfully,  we  can  see  from  our  table  of 
dividends  that  it  felt  the  shock  pretty 
severely.  Distributions  fell  from  12^  in 
1892  to  8|  in  1893,  and  they  continued  to 
fall  until  1896,  when  a  favourable  reaction 
set  in.  From  1898  to  the  present  date 
dividends  have  steadily  increased. 

Such  troublous  times  were  pretty  certain 
to  have  a  deleterious  effect  upon  the  profits 
of  a  large  banking  institution,  whose 
tentacles  extended  through  many  states, 
and  which  was  consequently  in  a  particu- 
larly exposed  position.  Banking  is  little 
understood  by  the  public  both  in  Australia 
and  in  this  country ;  therefore,  when  a 
largely-trusted  bank  finds  itself  in  trouble, 
the  natural  tendency  is  to  assume  that  all 
are  rotten,  and  the  result  is  a  run  upon 
the  strong  as  well  as  upon  the  weak. 

The  Bank  of  Australasia,  though  it  met 
this  drain,  was  made  to  suffer  for  the  sins 
of  others  ;  but  we  can  plainly  see,  by  an 
examination  of  the  ratios  in  our  first  table, 
that  this  is  not  one  of  the  patched  institu- 
tions, and  it  therefore  follows  that  increased 
dividends  are  only  a  question  of  patience 
and  time. 
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Liabilities  to  the  public  are  put  down  in 
the  balance-sheet  as — 

Circulation ;^482,985 

Deposits 13,650,831 

Bills  payable,  and  other  Liabilities    .         2,718,365 


;^i6,852,i8i 


Cash  assets  are — 
Specie,  Bullion  and  Cash  Balances      .  ;^3, 144,841 

Here  we  find  a  ratio  per  cent,  to  the 
above  liabilities  of  18 '66,  an  extremely 
good  proportion,  which  clearly  shows  that 
the  management  is  fully  alive  to  the  risks 
of  credit  banking,  and  recognises  the  para- 
mount importance  of  keeping  the  bank's 
position  strong  in  actual  cash,  which,  in 
the  event  of  an  accident,  can  alone  stave 
off  misfortune. 

Loans  at  call  and  short  notice  came  to 
;i^i, 202,500,  and  give  a  ratio  per  cent,  to 
liabilities  of  7*13. 

Investments  are — 

British  Government  Securities       .         .    ;^977ii96 
India  and  Colonial  Government  Securi- 
ties .......       409,824 


;,^i, 387,020 


The  bank  possesses   nearly  a  million   of 
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British  Government  securities,  and  the  list 
is  an  extremely  strong  one,  the  proportion 
to  liabilities  working  out  at  8*23.  Such  a 
list,  doubtless,  attracts  depositors  and  share- 
holders in  this  country,  who,  seeing  that 
the  bank  has  invested  a  certain  proportion 
of  its  deposits  and  capital  in  Consols,  are 
more  disposed  to  do  business  with  it. 

Consols,  upon  the  credit  side  of  a  balance- 
sheet,  are  certainly  an  excellent  advertise- 
ment of  stability,  though  here,  again,  one 
must  keep  an  eye  on  the  quantity  ;  but  I 
cannot  help  thinking  that  those  banks 
which  neglect  to  state  their  exact  holding 
in  British  Government  securities  must 
be  weak  in  that  much-desired  variety. 
;^500,ooo  of  the  Reserve  Fund,  we  are  told, 
is  invested  in   2I  Consols  at  95. 

We  next  come  to  the  ratio  per  cent,  of 
total  liquid  assets  to  liabilities,  and  find 
that  it  is  34"02.  The  bank,  then,  pos- 
sesses ;^34"02  in  cash,  call  money  and 
first-class  securities  to  meet  each  £100  it 
owes  to  the  public  ;  and  taking  into  con- 
sideration the  nature  of  these  liquid  assets 
and  the  fact  that  a  certain  proportion  of 
its  deposits  are  "fixed,"  the  bank's  position 


222       A  Bee  among  the  Bankers 

seems  sound,  and  I  do  not  think  that  either 

depositors    or   customers    need    hesitate   for 

an  instant  to  entrust  it  with  their  money. 

Advances  are  thus  described — 

Bills  receivable,  Advances  on  Securi- 
ties and  other  Assets     .         .         .  ^13,32^,66^ 

Here  we  find  a  ratio  per  cent,  to  liabilities 
of  79'oy. 

Finally,  we  arrive  at  the  value  of  the 
bank's  shares,  and  this  question  is  a  little 
puzzling,  for  it  would  be  absurd  to  take 
6tV  as  our  basis,  as  distributions  are  not 
likely  to  drop  to  5  per  cent,  again. 

For  instance,  during  the  half-year  in  ques- 
tion, the  nett  profit  amounted  to  ^151,466. 
From  this  ;^50,ooo  was  added  to  reserve 
fund,  and  ^20,000  credited  to  bank  premises, 
while  ;^8o,ooo  was  divided  among  the  share- 
holders, making  a  distribution  of  10  per  cent, 
per  annum  for  the  half-year. 

This  emphasises  the  bank's  prudent  policy, 
for  instead  of  paying  away  a  dividend  of  15 
or  16  per  cent,  as  it  might  have  done,  it 
wisely  strengthened  its  position,  and  it  also 
shows  us  that  present  distributions  should 
not  fall  away  very  considerably  even  if  they 
are  not  increased  in  the  future. 

Capitalised  on  a  basis  of  9  per  cent.,  the 
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following  sum  will  tell  us  what  price  should 
be  paid  for  a  ^40  share  in  order  to  return  a 
dividend  of  5  per  cent,  on  the  purchase 
money — 

40  X  9 

The  present  quotation  is  about  80,  and  the 
shares  seem  worth  holding  at  those  figures, 
while  the  luck)  buyers  at  44  in  1897  are  to 
be  congratulated  and  envied,  for  the  chance  is 
not  likely  to  occur  again.  Should  the  shares, 
during  the  depressed  portion  of  a  cycle, 
recede  to,  say,  60,  or  below,  they  are  well 
worth  attention  as  a  speculation.  It  would 
be  astonishing-,  were  certain  Australian  banks 
selected,  to  see  how  much  has  been  made  on 
their  shares  since  1895. 

BANK  OF  NEW  SOUTH  WALES. 

London  Office  :  64  Old  Broad  Street, 
E.G. 
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i8gi     1892  1893     1894  1895  1896     1897    1898  1899    *9°° 

Highest    .       .     76^  69^  67     47^  4i|  41     40    4i§  46    44! 

Lowest      .       .     63     62i  32     33^  33  32^  35     36  37     38^ 

Div.  %  June    .     17^  17J  15     10        9  999  99 

Do.  Nov.      .     17^  172  I2|    9        9  999  9     10 

Average  Distribution,  1894  to  1900 — 9^% 

The  Bank  of  New  South  Wales,  which 
was  established  in  1817,  possesses  some  200 
branches  throughout  Australia  and  New  Zea- 
land, and  is  one  of  the  largest  banking  insti- 
tutions in  Australasia,  whilst  it  is  a  matter 
of  common  knowledge  that  the  crisis  of  1893 
was  faced  successfully,  though,  as  we  can 
see  from  the  table  of  distributions  given 
above,  the  bank's  dividend-earning  capacity 
suffered  somewhat  severely.  Of  course,  the 
increase  of  capital  in  1893  was  bound  to 
reduce  distributions  considerably. 

Liabilities  to  the  public  are  given  as — 

Notes  in  Circulation  .         .         .         ;!^982,856 

Deposits  and  accrued  Interest  .         .        21,590,076 
Bills  payable  and  other  Liabilities     .  2,853,496 


;^25,426,428 


Cash  assets  are — 


Coin,  Bullion,  and  Cash  Balances  .  ;!^5,89i,673 

Queensland  Government  Notes  .  167,251 

Notes  of  other  Banks       .         .  .  18,184 

Due  by  other  Banks         .        .  .  131,916 

;i^6,209,024 
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This  total  works  out  at  a  ratio  per  cent,  to 
the  above  liabilities  of  24'4i — an  excellent 
proportion.  A  bank  which  holds  ^24*41  in 
cash  assets  to  each  ^100  it  owes  is  obviously- 
well  prepared  to  meet  those  accidents  which 
always  threaten  a  credit  institution. 

Money  at  short  call  in  London  is  put 
down  in  the  balance-sheet  as  ^600,000, 
which  gives  a  ratio  per  cent,  of  2*35  to  public 
liabilities. 

Investments  are — 

British   and   Colonial    Government 

Securities ^1,142,793 

Municipal  and  other  Securities         .  130,174 

^1,272,967 

Here  we  find  a  ratio  per  cent,  of  5,  and 
we  are  further  told  that  /6oo,ooo  of  the 
Reserve  Fund  is  invested  in  British  Govern- 
ment securities.  The  second  line,  perhaps, 
would  be  improved  by  a  more  detailed  de- 
scription of  the  securities  in  question. 

Coming  to  total  liquid  assets,  we  find  that 
the  bank,  on  31st  March  last,  held  ;^3i76 
in  cash  and  good  securities  to  meet  each 
;^  1 00  of  its  liabilities  to  the  public,  and  we 
want  to  know  if  this  be  an  adequate  provision, 
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for  it  is  quite  evident  that  the  Bank  of  New 
South  Wales's  total  supply  of  liquid  assets 
is  none  too  abundant. 

The  proportion  of  cash  is  splendid,  but 
that  has  been  remarked  before,  and  the  list 
of  securities  is  a  good  one  in  the  event  of 
the  bank  being  obliged  to  either  borrow  or 
sell.  On  the  other  hand,  the  company  pos- 
sesses numerous  branches,  which  would  prove 
a  great  drain  in  a  time  of  stress,  and,  alto- 
gether, ;^3i76  of  liquid  assets  to  each  ;^ioo 
of  the  bank's  liabilities  seems  rather  too 
small  a  ratio.  I  do  not  say  that  it  is  dan- 
gerously small,  but  I  do  say  that  there  are 
African  banks  which  afford  the  English 
depositor  much  better  security. 

Advances  are  thus  described — 

Loans  and  Advances  to    Customers     ;^i5, 570,963 
Bills     receivable,    discounted,    and 

Remittances  in  transitu        .         .  4,503,463 

^^20,074,426 


The  ratio  per  cent,  to  liabilities  is  78 '95 
— a  proportion  which  seems  to  confirm  the 
above  conclusions. 

The  chairman  made  some  interesting  re- 
marks with  reference  to  the  gold  production 
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of  Australasia.  The  output,  he  said,  for  1900 
represented  ^i^  1 6, 2  5 1 ,046  in  value,  as  com- 
pared with  ^17,371,422  in  1899;  but  he 
points  out  that  in  1899  there  was  quite  a 
phenomenal  increase  of  ^4,650,000  over 
1898,  and  that,  therefore,  the  recession  of 
the  tide  somewhat  in  1900  was  not  surpris- 
ing. From  which  it  would  appear  that  the 
rising  prices  of  1899  stimulated  even  the 
production  of  gold,  which,  of  course,  then 
had  a  reduced  purchasing  power,  though  it 
brought  in  a  better  return  in  the  shape 
of  interest  when  employed  in  the  Money 
Market. 

Capitalised  on  a  basis  of  9^  per  cent.,  the 
following  sum  will  show  us  what  price  should 
be  paid  for  the  bank's  shares  in  order  to 
return  5  per  cent,  upon  one's  purchase 
money  : — 

20X9I    ,0 

The  last  two  distributions  were  at  the  rate 
of  10  per  cent,  per  annum  ;  and  seeing  that 
the  ratio  per  cent,  of  Paid-up  Capital  to 
liabilities  is  as  low  as  7  "86,  10  per  cent, 
certainly  does  not  seem    too  large  a  distri- 
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bution.  The  fact,  however,  remains,  that  ad- 
vances seem  somewhat  full ;  and  38  appears 
quite  as  much  as  the  shares  are  worth. 

BANK    OF    NEW   ZEALAND. 

London  Office  :    i  Queen  Victoria 
Street,  E.G. 
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Capital — 

4  per  cent.  Guaranteed  Stock    .         .     ;!^2,ooo,ooo 
Ordinary,  called  up  1895,  ^^500,000 
and  paid  to  date    ....  421,860 

p^2,42i,86o 

Nominal  Reserve  Liability  on  Shares  ;^6o3,52o 
Reserve  Fund ;^23,474 

The    Bank   of   New   Zealand  was    estab- 
lished   in     1 86 1,    and    possesses    some    122 


The  Bank  of  New  Zealand       229 

branches,  whilst  it  is  evident,  from  a  glance 
at  the  Capital  Account,  that  it  came  very 
badly  through  the  crisis,  and  that  the  share- 
holders have  but  little  cause  to  thank  those 
responsible  for  its  management,  unless  it  be 
for  calls  ;  but  Christian  forbearance  surely 
cannot  have  reached  that  giddy  height  even 
in  socialistic  New  Zealand.  The  human 
beast,  whether  Christian  or  heathen,  is  the 
human  beast  all  the  world  over  ;  and  it  pains 
him  to  part  with  his  gold  whatever  his 
nationality,  whether  he  worship  one  god  or 
five  hundred. 

The  directors  of  this  bank  made  stupid 
mistakes  ;  and  the  unfortunate  shareholders, 
who  trusted  them  blindly,  had  to  pay  the 
piper.  It  possibly  did  not  occur  to  them  to 
inquire  what  experience  their  directors  had 
had  to  qualify  them  as  bankers.  Not  much, 
I  should  imagine !  Too  large  a  proportion 
of  the  bank's  working^  resources  was  ad- 
vanced  against  land  ;  consequently,  when 
the  company's  depositors  became  nervous 
and  demanded  the  return  of  their  money, 
the  bank  could  not  pay  it.  The  manage- 
ment walked  into  this  simple  trap  with  their 
eyes  wide  open  ;  but  the  most  wonderful  part 
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of  the  business  was  that  they  could  persuade 
a  body  of  shareholders  to  follow  them. 

Of  course,  the  great  majority  of  the  direc- 
tors of  the  Australian  banks  were  quite  in- 
competent to  govern  a  credit  bank  ;  and  it 
is  simply  wonderful  that  depositors  and 
members,  both  in  Australia  and  in  this 
country,  followed  these  blind  guides  like 
flocks  of  hungry  geese.  All  were  blinded 
by  greed ;  and  all  went  into  the  ditch. 
Shareholders  and  directors  alike  paid  for 
their  rapacity.  To  earn  huge  dividends, 
you  must  take  huge  risks  ;  and  it  is  a  little 
stupid  to  cry  out  when  the  inevitable  occurs. 
What  else  could  any  trained  banker  have 
expected  ?  Any  fool  might  have  known 
that  a  director  cannot  discharore  a  bank's 
debts  in  land.  Gold  is  required  for  that 
purpose. 

Since  the  issue  of  the  March  1900  balance- 
sheet,  the  Bank  of  New  Zealand's  position 
has  improved  very  appreciably.  The  shares 
issued  to  the  Crown  have  been  re-purchased  ; 
many  little  items  have  been  cancelled  and 
reduced  on  the  credit  side  of  the  balance- 
sheet  ;  and,  at  last,  the  shareholders  seem 
at  least  in  sight  of  a  dividend. 
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Liabilities  to  the  public  are  given  as — 


Notes  in  Circulation  . 
Bills  payable  in  Circulation 
Deposits    .... 
Other  Liabilities 
Bills  re-discounted  in  London 


^77o>729 

1,170,030 

8,682,504 

115,910 

274>956 


^11,014,129 
Cash  assets  are — 

Coin   and   Cash   Balances   with 

Bankers  ....     ;^i, 456,1 19 

Bullion  on  hand  and  in  transit   .  98,010 

;^i, 554,129 

These  show  a  ratio  per  certt;  to  the  above 
liabilities  of  I4"ii;  and  a  bank  which 
possesses  ;^i4"ii  in  cash  assets  to  each 
;^ioo  it  owes  has  a  fairly  good  supply  of  its 
most  important  assets.  It  must  not,  how- 
ever, escape  attention  that  the  bank  re- 
discounted  some  of  its  bills  in   London. 

The  next  entry  in  the  balance-sheet  is  a 
somewhat  remarkable  one.  ^2,523,089  is 
described  as  "  Money  at  Call  and  Short 
Notice,  Bills  receivable,  Government  Securi- 
ties, and  other  Securities  in  London,"  and  the 
ratio,  22*90,  will  be  found  in  the  second 
division  of  our  form.  A  more  slovenly  state- 
ment I  have  seldom  come  across — even  in 
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the  balance-sheets  of  some  of  the  English 
companies. 

Do  the  directors  of  the  Bank  of  New 
Zealand  mean  to  tell  us  that  these  assets  are 
homogeneous,  that  call  money,  bills  and 
securities  would  be  equally  useful  during  a 
run  or  a  panic.  They  must  know  that  each, 
from  a  banking  point  of  view,  has  a  distinct 
value.  Then  why  is  not  the  money  value  of 
each  variety  given  separately  ? 

This  balance-sheet,  I  take  it,  is  a  serious 
document,  which  is  intended  to  show  its 
members  and  customers  the  bank's  exact 
position.     But  it  does  not  do  so. 

1.  Bills  are  short  advances.  Why,  then, 
are  they  included  among  liquid  assets  ? 
Would  they  be  liquid  during  a  crisis  ?  Were 
they  liquid  in  1893  ^ 

2.  What  is  the  amount  of  the  bank's 
Government  securities  ?  What  is  the  amount 
of  its  other  securities,  and  what  do  they  mean 
by  "other"  in  a  balance-sheet.'* 

3.  How  much  of  this  huge  sum  is  at  call  ? 
It    is  simply    absurd  to  describe   over  2| 

millions  of  money  in  so  loose  a  fashion  ;  and 
further,  until  we  know  the  answers  to  the 
various    questions   put   above,   the    balance- 
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sheet,  for  all  practical  purposes,  is  as  useless 
as  waste  paper  to  the  public.  We  want  to 
know  the  value  of  the  said  assets  to  the 
bank  were  it  compelled  to  realise  them,  not 
the  mere  total  at  which  the  lot  of  them  stand 
in  the  books  of  the  company. 

Investments    in    the    Colonies    are    thus 
described — 

Colonial  Government  Securities  .  ;^82S,  131 
Assets  Realisation  Board  Debentures  1,625,000 
Municipal  Securities  .  .  .  23,053 
Other  Securities      ....        31,4°° 


;^2,5o7,584 


What  are  **  Assets  Realisation  Board  De- 
bentures "  ?  The  bank  includes  this  total 
with  its  investments.  Did  it  desire  to 
realise,  could  it  find  a  market  for  this 
^1,625,000?  I  do  not  know  what  is  the 
character  of  these  debentures ;  but  it  has 
occurred  to  me  that,  perhaps,  they  may  be 
related  in  some  manner  with  the  1893  crisis, 
and  that  this  sum  represents  the  securities 
with  which  the  bank  was  then  saddled.  If 
this  be  the  case,  and  I  am  very  far  from 
asserting  that  it  is,  though  the  debentures 
may  be  worth  all  the  sum  at  which  they  are 
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entered  in  the  balance-sheet,  they  would  not 
be  quite  so  liquid  as,  shall  I  say,  Consols  ! 
Further,  ought  not  this  item  to  be  considered 
so  much  money  locked  up  in  properties  ? 
Why,  then,  is  it  sandwiched  between  liquid 
assets,  and  carried  out  in  the  same  total  with 
them  ? 

Most  decidedly  these  debentures  are  not 
liquid  assets.  In  fact,  they  are  an  undesir- 
able holding  for  a  credit  bank.  ^1,625,000 
gives  a  ratio  per  cent,  to  liabilities  of  1475  ; 
and  if  we  deduct  this  from  5977,  the  bank's 
total  liquid  assets  given  in  our  form,  we  get 
45-02. 

The  bank,  then,  in  March  last  held 
;^45"02  in  liquid  assets  to  each  £100  it 
owed  to  to  the  public — a  very  good  pro- 
portion. But  we  must  remember  that  bills 
in  London  are  included  in  this  ratio,  and  that 
we  are  not  told  the  amounts  of  the  various 
holdings  constituting  division  number  two, 
which  may,  or  may  not,  be  a  strong  item. 

Advances  are — 

Bills  discounted  ....  ;;^2, 080,832 
Other   Advances    and    Securities 

and  Debts  due  to  the  Bank      .       4,111,188 

^^6,192,020 
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These  give  a  ratio  per  cent,  to  liabilities 
of  56'2i.  But  ought  not  1475  to  be  added 
to  these  figures  ? 

The  bank's  other  assets  are — 

Landed  Property,  Premises,  etc., ;^388, 762  ; 
Bank  of  New  Zealand  Estates'  Company, 
Assetsin  Liquidation(bvOok  value), ;^298, 479  ; 
Colonial     Bank     Property    and      Premises, 

Lastly,  we  come  to  the  value  of  the  bank's 
shares.  A  few  months  ago  the  £^,  13s.  4d. 
Ordinary,  £'^^  6s.  8d.  paid,  could  be  bought 
for  about  38s.  ;  and  a  speculator  might  ask 
himself  the  question  whether  it  were  worth 
his  while  to  lock  up  a  few  hundred  pounds  in 
them.  As  an  investment  they  are,  of  course, 
out  of  the  question. 

New  Zealand  has  been  experiencing  a 
series  of  prosperous  years ;  and  the  bank 
has  shared  in  that  prosperity.  We  can  see, 
from  the  balance-sheet,  that  it  has  large  sums 
invested  in  estates,  which  have  been  pro- 
ductive, enabling  the  directors  to  write  down 
certain  undesirable  assets,  to  sell  properties 
at  better  prices,  and  to  strengthen  the  bank. 
This  has  undoubtedly  been  accomplished. 

Of  course,  the  company  does  a  legitimate 


236        A  Bee  among  the  Bankers 

banking  business ;  but  it  seems  to  me  that 
whether  or  not  it  pays  a  dividend  depends 
entirely  upon  its  success  in  administering  its 
estates.  Should  the  present  prosperity  con- 
tinue for  a  few  years  longer,  the  bank  would 
be  out  of  the  wood,  and  its  shares,  purchased 
at  under  £2,  might  prove  the  best  specula- 
tion a  man  ever  made  in  his  life. 

On  the  other  hand,  should  the  trade  of 
New  Zealand  be  about  to  experience  one  of 
those  periodic  depressions,  which  often  follow 
years  of  exceptional  prosperity,  the  bank  is 
certain  to  receive  a  severe  check.  Its  estates 
would  be  less  productive  ;  and  should  the 
depression  prove  extremely  severe  and  last- 
ing, a  call  would  be  much  more  probable 
than  a  dividend. 

At  the  moment  its  prospects  look  bright ; 
but  it  is  as  well  not  to  lose  siaht  of  the 
darker  side  of  the  situation.  There  may 
be  a  gold  mine  for  you  here — or  quite  the 
reverse.  As  a  gamble,  had  I  a  few  hundred 
pounds  to  spare,  I  would  not  mind  risking 
them — but  only  as  a  gamble. 
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BANK  OF  VICTORIA,   LIMITED. 

London  Office  :  28  Clement's  Lane,  E.C. 
date. december  3  i,  i  9oo. 
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Capital — 

41,676  Preferred  Shares,  ;^io  paid 
240,000     Ordinary    Shares, 

j£2,  los.  paid  .         .      ;z^6oo,ooo 

Calls  paid  in  Cash       .         .  540,833 


^^416,760 


pTi, 140,833 
Less  27,750  Shares  forfeited  79)583 


(Reserve  Fund,  ;^xoo,ooo) 


1,061,250 
;^i, 478,010 


The  head-office  of  the  Bank  of  Victoria  is 
in  Melbourne  ;  and  a  glance  at  its  Capital 
Account  clearly  shows  us  that  the  crisis 
dealt  it  a  staggering  blow,  that,  in  other 
words,  the  management  prior  to  1893  ^^^ 
not    understand    their    business,    while    the 
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27,750  forfeited  shares  are  eloquent  of  the 
misery  inflicted  upon  the  shareholders. 
When  will  the  holders  of  such  risky  securi- 
ties as  bank  shares  recognise  that  they  have 
other  duties  than  the  mere  pocketing  of 
dividends. 

Liabilities  to  the  public  are  given  in  the 
balance-sheet  as — 

Notes  in  Circulation           ....  ;^i32,675 

Bills  in  Circulation              ....  546,077 

Government  Deposits,  not  bearing  Interest  25,271 

„                     bearing  Interest       .  So7)934 

Other  deposits,  with  accrued  in- 
terest— 

Not  bearing  Interest  ....       1,603,881 

Bearing  Interest  .....  2,513,924 
Balance  due  to  other  Banks       .         .         .  120,758 


^5,450,520 


Cash  assets  are — 


Coin,  Bullion  and  Cash  with  Bankers,         .      ;;^828,i32 
Notes  and  Bills  of  other  Banks  .         .  59>2o7 

Balances  due  from  other  Banks  .         .  54,548 


^941,887 


These  give  a  ratio  per  cent,  to  the  above 
liabilities  of  17*28  —  a  good  proportion,- 
which    shows    us    that,    so    far   as    cash    to 
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deposits  is  concerned,  the  bank  is  well 
prepared ;  but  this  seems  the  only  strong 
point  in  its  construction. 

Investments  are  thus  described — 

Government,  Municipal  and  other  Public 

Stocks  and  Funds,  and  other  Debentures      ;^2i6,84o 

The  ratio  per  cent,  to  liabilities  is  3.97, 
which  is  an  extremely  small  proportion ; 
therefore  we  should  expect  to  find  the 
securities  the  best  in  the  market ;  but  are 
they  ?  Oh,  yes ;  this  is  a  balance-sheet ; 
but  we  are  not  informed  for  all  that ;  and 
though  the  statement  is  signed  by  well- 
known  men,  both  customers  and  members 
should  still  insist  upon  knowing  the  precise 
nature  of  the  bank's  investments ;  because, 
should  there  be  another  crisis,  its  fate  might 
depend  upon  its  ability  to  realise  them 
speedily. 

What  is  the  extent  of  the  bank's  holding: 
in  Government  Funds?  What  on  earth 
are  "other  Public  Stocks?"  It  is  a  little 
peculiar  that,  with  the  balance-sheet  before 
us,  the  question  should  be  necessary.  The 
statement  is  both  unbusinesslike  and  vag-ue. 
In  fact,  it  is  meaningless  ;  and  if  my  readers 
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can  understand  it  better  than  I,  I  can  only 
apologise  for  my  obtuseness  —  and  con- 
gratulate them. 

Total  liquid  assets  came  to  21-25  ;  so  the 
bank,  on  31st  December  1900,  had  ^21-25  of 
cash  assets  and  securities  to  meet  each 
;^ioo  it  owed  to  the  public;  and  such  a 
ratio  seems  too  small  as  an  insurance  fund 
against  those  risks  to  which  credit  banking 
is  exposed. 

Among  liquid  assets  in  the  balance-sheet, 
a  sum  of  ^567,064,  described  as  "  Bills  and 
Remittances  in  transit,"  is  included.  The 
question  arises :  What  proportion  consists 
of  cash  documents  payable  on  demand  ? 

As  the  bank  does  not  say,  I  have  added 
these  figures  to  advances.  The  ratio  per 
cent,  to  liabilities  is  over  10,  and  would 
raise  the  company's  total  liquid  assets  to 
over  31  ;  but  surely  undue  bills  in  transit 
are  not  "  liquid  "  ?  For  instance,  the  Bank 
of  Adelaide  includes  its  remittances  in 
transit  with  advances  ;  yet  it  can  show  the 
splendid  ratio  of  5274  of  liquid  assets  to 
deposits.  There  is  a  wide  difference  be- 
tween this  and  the  Bank  of  Victoria's 
21-25. 
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Advances  are — 

Bills  discounted  and  other  Advances  (ex- 
clusive of  provision  for  bad  and  doubtful 
Debts) p{^4,95o>573 

Bills  and  Remittances  in  transitu        .         .  567,064 

;^5.5i7.637 

Here  we  find  a  ratio  per  cent,  to  liabilities 
of  ioi'23,  which  seems  to  indicate  that  the 
bank  is  trading  with  too  large  a  proportion 
of  its  deposits.  I  have  spared  neither  time 
nor  pains  to  analyse  this  balance-sheet  care- 
fully and  fairly ;  and  it  seems  to  me  that 
there  are  stronger  banks  with  which  to 
deposit. 

Real  estate,  consisting  of  bank  premises, 
is  put  down  as  ;!^242,795  ;  other  real  estate, 
;^ 1 63, 23 1  ;  shares  in  other  companies, 
^4050;  stamps,  ^1872;  contingent  liabili- 
ties,   ;^209,002. 

The  ^10  Ordinary  Shares,  ^^5  paid,  are 
changing  hands  in  this  country  at  from  65s. 
to  70s,,  and  while  they  doubtless  possess  a 
certain  attraction  from  a  speculator's  point  of 
view,  the  investor  would  hardly  regard  them 
with  favour. 

5  per  cent,  per  annum  was  paid  on  the 
Preference  Shares,  and  3  per  cent,  per  annum 

Q 
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on  the  Ordinary  Shares,  while  ^20,000  was 
added  to  the  Reserve  Fund,  and  ^13,445 
carried  forward  to  the  next  half-year.  It  is 
quite  possible  that  the  bank's  dividends  may 
prove  progressive,  but  there  is  no  denying 
that  its  liquid  assets  appear  too  small  for  a 
banking  institution. 

COMMERCIAL    BANKING    COM- 
PANY OF  SYDNEY,  LIMITED. 

London    Office:    18  Birchin    Lane,    E.C. 
date. december  3  i,  i  9oo. 
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18-55        1413    32-68      779         7-87     15-66    73-09 

Paid-up  Capital  ....  ;j^i, 000,000 
Reserve  Fund  ....  1,010,000 
Reserve  Liability  .         .         .       1,000,000 

The  Commercial  Banking  Company  of 
Sydney,  which  possesses  some  138  branches, 
was  established  in  1834,  and  its  Capital 
Account   plainly   tells   us    that  the  bank  is 


The  Commercial  of  Sydney        243 

not  one  of  those  patched  institutions,  which 
are  still  handicapped  by  the  panic  of  '93. 

Liabilities  to  the  public  are  entered  in  the 
balance-sheet  as — 

Notes  in  Circulation  .  .  .  ;^5 14,013 
Bills  in  Circulation  .  .  .  1,094,346 
Deposits  and  other  Liabilities       .     11,218,243 

;^I2,826,6o2 

Cash  assets  are — 

Coin  and  Bullion  in  hand  .         .  ^2,073,461 

Cash  with  Bankers      .         .         .  236,431 

Queensland  Government  Notes  .  42,425 

Notes  and  Bills  of  other  Banks   .  ;27,4i5 


;^2»379.732 


This   total    shows   a    ratio  per  cent,  to  the 

above  liabilities  of  18*55,  and  a  bank,  with  a 

certain  proportion  of  its  deposits  fixed  for  a 

term  of  years,  which  holds  ^18*55  ^^  cash 

to   each    ;!^ioo    it    owes    to    the   public,    is 

obviously  well  prepared  to  meet  any  sudden 

demand  upon  its  resources. 

Investments  are — 

Government  Securities        .         .    ;!£^i,3i2,775 
New  South  Wales  Government    .  500,000 


;^i>8i2,775 


By  Government  securities,  as  those  of  the 
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New  South  Wales  Government  are  duly 
classified,  the  first  entry  assumably  consists 
of  securities  of  the  British  Government. 
The  ratio  per  cent,  to  liabilities  of  the  above 
figures  works  out  at  14*13. 

The  bank,  then,  possesses  ;^32*68  of  cash 
and  gilt-edged  securities  to  meet  each  ^100 
it  owes  to  the  public  ;  and  if  this  ratio  seems 
a  little  small,  the  composition  is  so  good  that 
there  need  be  little  fear  in  trusting  the 
company. 

Advances  are  put  down  as — 

Bills  discounted  and  all  Debts  due 

to  the  Bank     ....  ^9,375.552 

The  ratio  per  cent,  to  liabilities  is  73  09. 
Remittances  in  transit  are  given  as  /^gi  1,516, 
and  show  a  ratio  per  cent,  to  liabilities  of 
7'i8.  Some  of  this  total  would  consist  of 
cash  documents,  payable  at  sight,  which 
would  increase  the  proportion  of  liquid  assets 
to  liabilities  of  the  bank.  ;^42  5,4oo  is  in- 
vested in  premises. 

A  further  glance  at  the  Capital  Account  of 
the  bank  may  possibly  prove  instructive,  and 
it  is  satisfactory  to  observe  that  the  Reserve 
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Fund  is  in  excess  of  the  Paid-up  Capital. 
The  latter  shows  a  ratio  per  cent,  to  public 
liabilities  of  779,  a  proportion  which  clearly 
indicates  that  the  Company's  dividmd-paying 
capacity  is  considerable,  and  that,  under 
normal  conditions,  large  dividends  may  be 
expected. 

Moreover,  the  bank  is  not  hampered  with 
Preference  Shares  and  other  deliofhtful  incon- 
gruities,  which,  in  many  instances,  were 
absolutely  essential  to  the  existence  of  some 
of  the  Australian  banks  discussed  in  these 
pages,  and  which,  of  course,  make  their 
Ordinary  Shares  a  less  desirable  holding. 

During  1893  this  institution,  on  a  question 
of  policy,  closed  in  order  to  protect  its  fixed 
deposits,  its  directors  not  seeing  why  great 
sacrifices  should  be  made  for  the  sole  benefit 
of  one  class  of  customer,  and  the  wisdom  of 
their  decision  seems  reflected  in  the  position 
occupied  by  the  bank  to-day.  In  1848  this 
Company  had  only  ;/!^  148,470  of  deposits, 
and  now  it  possesses  over  eleven  millions  of 
them — a  truly  wonderful  record  of  enterprise 
and  skill. 

The  dividend  for  the  half-year  was  at  the 
rate  of  10  per  cent,  per  annum. 
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COMMERCIAL  BANK  OF  AUS- 
TRALIA, LIMITED. 

London   Office:    i    Bishopsgate  Street 
Within,  E.C. 

date. — DECEMBER    3  I,     I9OO 
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26'78        2'9o     29"68    51T5     26'56     7771    ii7'i4 
Capital — 

211,723  Preference  Shares,  ^10  paid    ^2,117,230 
256,937   Ordinary    Shares,    paid    up 
from   5s.  to  ;^6   .         .         .         .         1,099,655 


;^3>2i6,885 


(Amount  of  Arrears  of  Calls  due,  ^304,211.) 

The  Commercial  Bank  of  Australia,  which 
has  its  head-office  in  Melbourne,  possesses 
some  ninety  odd  branches  and  agencies;  and 
its  more  recent  history  can  be  read  from  its 
Capital  Account,  which  tells  us  only  too  plainly 
that  the  shareholders  have  had  to  face  a  trying 
situation  that  has  cost  them  dearly. 

Here,  again,  we  find  an  illustration  of  the 
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folly  of  a  credit  bank,  which  is  trading  with 
huge  sums  payable  at  call  and  at  notice, 
using  too  large  a  proportion  of  its  deposits  ; 
for  had  the  Board  adopted  a  more  cautious 
policy,  though  dividends  would  have  been 
smaller,  the  crisis  of  1893  niight  have  been 
successfully  met ;  and  I  should  imagine  that 
the  members  wish  that  they  had  paid  as 
much  attention  to  the  management  as  they 
did  to  the  dividend  announcements. 

Liabilities  to  the  public  are  entered  in  the 
balance-sheet  as — 


Notes  in  Circulation 

.         .    ^^166,983 

Bills  in  Circulation 

iS7>43+ 

Government    Deposits,    not 

bearing  Interest 

^^41,692 

Bearing  Interest   . 

495>i3i 

Other  Deposits,  with  Interest : 

Not  bearing  Interest . 

1,749,068 

Bearing  Interest :  New  Fixed 

Deposits  .... 

561,544 

Extended  Deposits,  'A'  series 

962,818 

1     Q  T/-^     T  f-  T 

3,oiu,^^j 

Balances  due  to  other  Banks 

4,109 

^4,138,779 

Cash  assets  are — 

Coin,  Bullion  and  Cash  with  Bankers    ^1,067,566 

Notes  and  Bills  of  other  Banks    .         .            21,963 

Balances  due  from  other  Banks  .         .           18,869 

^1,108,398 
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This  total  shows  a  ratio  per  cent,  to  the 
above  HabiHties  of  2678 — an  excellent  pro- 
portion. 

Investments  are  entered  thus — 

Government,  Municipal  and  other 
Public  Stocks  and  Funds,  and 
other  Debentures        .         .         .    ;i^i2o,ti6 

The  ratio  per  cent,  to  liabilities  is  2*90; 
but  the  value  of  this  asset  to  a  credit  institu- 
tion, were  it  compelled  to  either  borrow  or 
realise,  is  left  to  our  imagination.  We  are 
not  even  told  whether  the  bank  possesses 
;^500  or  ;if  50,000  of  Government  securities  ; 
so  how  is  it  possible  to  gauge  the  value  of 
this  sum  to  a  bank  in  case  of  need. 

Total  liquid  assets  came  to  29 '68.  So  the 
bank,  at  December  1900,  held  ^29*68  in  cash 
and  securities  to  meet  each  ^100  of  its  public 
indebtedness. 

Advances  are — 

Bills  discounted  and  other  Advances 
(exclusive  of  provision  for  bad  and 
doubtful  Debts)      .         .         .         .  ^4,552,525 

Bills  and  Remittances  in  transitu        .  295,943 

;^4,848,468 
Here  we  find  a  ratio  per  cent,  to  liabilities 
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of  Ii7'i4 — a  proportion  which  seems  to 
indicate  that  the  bank  is  trading  a  little  too 
near  the  margin  of  safety. 

;i^565,935  is  invested  in  premises  and  real 
estate  ;  ^2486  in  stamps,  and  ^736,729  in 
the  Special  Assets  Trust  Company,  Limited. 
With  the  latter  Company  there  is  a  contingent 
liability  amounting  to  ;^3,385,oi9  in  connec- 
tion with  the  guarantee  for  payment  of  the 
deposits  therein,  with  interest  accrued,  against 
which  the  bank  holds  in  trust  for  the  Company 
all  the  assets  of  the  Old  Bank. 

This  guarantee  of  over  three  millions 
requires  the  serious  consideration  of  intending 
depositors,  and  seems  to  introduce  an  element 
of  risk  into  an  otherwise  fairly  satisfactory 
statement. 

No  dividend  was  declared  on  the  Ordinary 
Shares  ;  and  seeing  that  the  bank  is  without  a 
Reserve  Fund,  and  that  the  Preferred  Capital 
is  almost  twice  as  large  as  the  Ordinary,  the 
prospects  of  the  holders  of  the  latter  variety 
cannot  be  considered  bright.  The  £6  fully- 
paid  Ordinary  are  changing  hands  over  here 
at  about  i8s.  ;  but  it  seems  to  me  that  a 
dividend  depends  largely  upon  whether  or 
not  the  Assets  Trust  Company  does  well ; 
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and  such  being  the  case,  they  can  only  be 
regarded  as  a  risky  speculation. 

ENGLISH,  SCOTTISH  &  AUSTRAL- 
IAN  BANK,  LIMITED. 

Head-Office  :  38  Lombard  Street,  E.G. 

DATE. JUNE    ^O,    I90O. 

•g2t3d|^  ^2        H'S        U2  -o2 
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27-26  4-57  1-41  33-24  19-09  97-08  3-20  119*37  171*32 

43,155  Shares  of  ;^25  each,  and  ;^i2,  los.  paid. 

Paid-up  Capital      .         .         .  ;i^539,437.  los. 

Debenture  Stock  .         .         .  983,547 

Pref.  Inscribed  Deposit  Stock  889,418 

Deferred        ....  869,293 

Reserve  Fund        .         .         .  90,391 

The  English,  Scottish  &  Australian 
Bank,  whose  head-office  is  in  London,  pos- 
sesses some  eighty-five  branches  in  Australia; 
and  we  have  only  to  glance  at  its  perpetual 
stocks  in  order  to  see  that  the  1893  crisis 
found  it  unprepared  to  meet  its  obligations 
speedily  enough  to  avert  inconvenience. 


The  English,  Scottish,  etc.,  Bank    251 

The  bank  was  quite  solvent;  but  its  assets 
were  not  sufficiently  liquid  to  enable  it  to 
meet  large  withdrawals  of  deposits ;  conse- 
quently, it  was  compelled  to  make  certain 
arrangements  which  would  allow  of  its  dis- 
charging its  debts  at  a  future  date.  The 
Debenture  Stock  bears  interest  at  the  rate 
of  4  per  cent,  and  the  Inscribed  Stock  at  3  ; 
whilst  all,  of  course,  rank  for  dividend  before 
the  Ordinary  Shares. 

With  our  insular  prejudice,  we  fondly 
imagine  that  the  English  banks  are  fully 
prepared  to  deal  with  every  emergency  ;  and 
in  the  majority  of  instances  this  faith,  though 
of  the  blind,  unreasoning  variety,  is  fully 
justified  ;  but  I  could  name  some  half-dozen 
English  provincial  banking  companies,  which, 
had  they  to  face  a  crisis,  would  be  compelled 
to  close  their  doors  to  a  dead  certainty  ;  and 
their  directors,  if  they  understand  the  business 
of  banking,  must  tremble  at  every  cloud  that 
momentarily  darkens  the  earth. 

Of  course,  the  "  yes-and-no "  director  is 
supremely  indifferent  to  trifles  of  this  de- 
scription, and  sits  on  the  Board,  like  a  hen 
on  its  eggs,  in  joyful  anticipation  of  the 
brood  in  July,  when  each  arrival  is  received 
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with    a   cluck    of    astonishment    and    grati- 
fication. 

Liabilities  to  the  public  are  put  down  in 
the  balance-sheet  as — 

Terminable      Deposit  -  Receipts,      due 

1902-4 ;^433,8i6 

Deposits  at  Interest,  including  Govern- 


ment  Balances 
Current  Accounts 
Notes  in  Circulation     . 
Bills  payable  and  other  Liabilities 

693,849 
.     1,181,663 

33>305 

481,888 

ash  is  thus  described — 
Cash  and  Bullion 

;^2,824,52I 

The  ratio  per  cent,  to  the  above  liabilities 
works  out  at  27*26,  and  a  bank  which  holds 
£2j'26  of  actual  cash  in  hand  to  each  ^100 
it  owes  should  be  in  a  position  to  deal  effec- 
tively with  any  run  that  might  be  made  upon 
it.  This  proportion  is  an  excellent  one, 
which  clearly  indicates  that  the  management 
does  not  intend  being  caught  short  a  second 
time. 

;!^i 29,258  is  entered  as  "Cash  at  Bankers 
and  at  Short  Notice,"  and  gives  a  ratio  per 
cent,  to  liabilities  of  4*57. 
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Investments  are — 

Colonial  Government  Securities  (secu- 
rity for  rate  issue)      ....      ;!^39>85i 


These  give  a  ratio  per  cent,  to  public  liabili- 
ties of  I '41;  but  as  they  are  hypothecated 
for  a  particular  purpose,  it  is  evident  that 
they  cannot  be  sold  by  the  Company  to  meet 
the  demands  of  its  depositors. 

However,  without  these  the  bank  had 
£si'S^  of  cash  assets  to  meet  every  /^loo 
of  its  indebtedness,  and  when  we  remember 
that  some  of  its  deposits  do  not  mature  till 
1903  and  1904,  it  is  quite  apparent  that  the 
bank  is  trading  cautiously  and  doing  its  best 
to  protect  the  interests  of  its  customers  and 
shareholders. 

Advances  are — 

Advances  and  other  Assets        .         .     ^3>SS5>255 
Bills  receivable  and  Remittances   in 

transitu Q^Sj^S? 


;^4,839,092 


Here  we  find  a  ratio  per  cent,  to  liabilities 
of  17 1 '32,  which  at  first  sight  is  somewhat 
startling  ;  but  a  glance  at  the  Capital  Account 
speedily  furnishes  us  with  an  explanation,  for 
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we  see  that  the  bank's  total  Working  Capital 
is  larger  than  its  deposits,  and  it  therefore 
follows  that  the  Company  can  afford  to  in- 
crease its  advances  proportionately.  How- 
ever, the  above  ratio  seems  quite  full  enough. 
After  paying  interest  on  all  Stocks  and  on 
Terminable  Deposits,  and  adding  ^15,000 
to  the  Reserve  Fund,  there  remained  a 
balance  of  ^36,915,  which  was  distributed  in 
the  following  manner  : — 

Further  ij  per  cent,  due  on  Def.  De- 
posit Stock        ;2^»  3.039 

2^   per   cent,   to   Shareholders,  free  of 

Income  Tax      .....  13,486 

Purchase  and  Cancellation  of  Def.  In- 
scribed Deposit  Stock  —  one-fourth 
part  of  the  above — in  accordance 
with  the  Articles  oi  Association  .  3>37i 

Balance  forward  .         .         .         .         .  7jOi9 


;^36,9i5 


I  need  not  remark  that  the  bank  belongs 

o 

to  the  patched  variety  of  Australian  banking 
company,  because  that  is  evident  enough  to 
every  interested  reader ;  but  I  cannot  help 
drawing  attention  to  the  wise  regulation  that 
for  every  ;^i  paid  away  to  the  members  5s. 
must  be  wiped  off  the  Deferred  Stock,  there- 
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by  strengthening  the  bank's  position.  How 
beneficial  some  such  rule  would  prove  in 
English  banking-  for  the  automatic  building 
up  of  strong  reserve  funds. 

Were  a  bank  compelled  to  place  5s.  to 
Reserve  for  each  £\  it  distributed  to  its 
members,  and  to  invest  the  said  Reserve  in 
Consols,  a  most  useful  check  would  be  ad- 
ministered to  the  present  dividend  mania. 
Fewer  banks  would  find  themselves  in  diffi- 
culties, and  bank  shares  would  be  much  safer 
investments. 

A  few  months  ago  English  and  Scottish 
£2^  Ordinary,  £12,  los.  paid,  Shares  were 
changing  hands  at  95s. 

With  a  ratio  per  cent,  of  Paid-up  Capital 
to  liabilities  of  iq'OQ  large  dividends  are  out 
of  the  question,  but  the  fact  remains  that  the 
bank  is  steadily  improving  its  position,  and 
it  seems  quite  probable  that  in  a  few  years' 
time  the  holders  of  its  shares  will  not  regret 
the  confidence  they  placed  in  the  institution. 
Its  shares  certainly  look  a  promising  specu- 
lation at  £^. 
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THE  LONDON   BANK  OF  AUS- 
TRALIA,  LIMITED. 
Head-Office  :  2  Old  Broad  Street,  E.G. 

date. DECEMBER  3  I,    190O. 
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49,103  Ordinary  Shares  of  ^^o  each 
Less  :  Uncalled  and  Reserve 

Liability    .         .         .  i;736,545 
Calls  in  Arrear  .         .  800 


Amount  prepaid  by  Trustees 


;^i, 473,090 


737,345 

;^735>745 
8,190 


;^743>935 
17)193  5 1  per  cent.  Cumulative  Pre- 
ference Shares  of  ;^io  each  fully 
paid  (Dividend  paid  to  30th  June 

1897) ^171,930 

Transferable  Deposits        .         .         .     ;,^i, 91 1,963 

Things  are  not,  somebody  has  sung,  what 
they  seem;  and  it  will  be  part  of  my  business 
to  demonstrate  that  the  above  ratios  are  not 
exactly  what  they  seem,  whilst  I  may  antici- 
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pate  the  cynic  by  remarking  for  his  edification 
— they  seldom  are  in  finance. 

The  London  Bank  of  AustraHa  is  one  of 
the  smaller  Colonial  banking  companies,  with 
some  fifty  branches  or  so  ;  and  we  can  see 
from  its  Capital  Account  that  the  crisis  dealt 
it  a  staggering  blow.  Moreover,  it  still  seems 
to  feel  the  sting. 

In  this  instance,  "Transferable  Deposits" 
have  been  included  with  "  Working  Capital." 
These  are,  I  assume,  negotiable  instruments, 
which  can  be  bought  and  sold  like  the  bank's 
shares.  According  to  the  1899  balance-sheet, 
no  instalments  in  respect  of  these  deposits 
mature  until  ist  July  191 1  ;  but  seeing  that 
they  bear  interest  at  the  rate  of  4J  per  cent., 
it  is  quite  conceivable  that  the  bank  may  like 
to  pay  them  off  as  early  as  possible,  provided 
it  can  borrow  more  cheaply  in  the  open 
market. 

New  deposits  and  current  obligations  rank 
before  "Transferable  Deposits." 

Liabilities  to  the  public  are  given  as — 

Notes  in  Circulation      ....  ^173,336 
Other  Deposits  and  Current  Accounts  .  2,652,826 
Bills  payable  and  other  Liabilities  (in- 
cluding Reserve  for  doubtful  Debts) .  819,430 

^^3.645.592 
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Cash  assets  are  thus  described — 

Coin,  Bullion,  Cash  Balances,  and  Notes 

of  other  Banks ;!^793,226 

This  gives  a  ratio  per  cent,  to  the  above 
liabiHties  of  2176 — an  excellent  proportion. 
It  is  but  prudent,  however,  to  remember  that 
some  of  the  Australian  banks,  with  certain 
obligations  to  discharge,  are  compelled  to 
keep  large  reserves  of  cash,  which  soon 
melt  away  when,  for  instance,  ^300,000  of 
deposits  mature.  Therefore  it  is  apparent 
that  such  banks  are  better  avoided. 

^240,000  is  described  as  "  Money  at  Call 
and  Short  Notice  in  London,"  and  gives  a 
ratio  per  cent,  to  liabilities  of  6*58. 

The  following  entry  is  truly  astonishing — 

Investments  and  Bills  receivable   .         .    ;^756,i9o 

Here  we  find  a  proportion  of  2074  5  but 
what  can  we  learn  from  a  slipshod  statement 
of  this  description?  Bills  are  much  less  liquid 
than  good  securities,  and  it  is  simply  absurd 
to  jumble  them  up  in  this  fashion,  as  the 
compilers  must  quite  well  know. 

The  item  is  a  large  one,  and  to  enter  it  in 
the  balance-sheet  in  such  a  manner  that  it  is 
impossible  for  any  person  to  learn  its  value 
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to  a  credit  bank  is  surely  a  grave  error  of 
judgment.  If  its  investments  be  gilt-edged 
securities  the  bank  has  certainly  neglected 
an  excellent  opportunity  of  advertising  its 
strength. 

Total  liquid  assets,  plus  bills,  come  to 
49'o8,  and  the  figures  themselves  are  quite 
imposing  ;  but  how  about  their  composition  ? 
What  are  the  investments  ?  Of  2074  of 
this  we  know  very  little  ;  but  we  do  know 
that  the  bank  possesses  ;!{^28*34  in  cash 
assets  to  each  ;^ioo  it  owes  to  the  public, 
and  this  seems  satisfactory  enough. 

But  the  absurdity  of  lumping  investments 
with  bills !  And  then,  to  crown  it  all,  we  are 
solemnly  told  that  the  balance-sheet  "is  full 
and  fair,  and  properly  drawn  up  so  as  to 
exhibit  a  true  and  correct  view  of  the  bank's 
affairs."  Were  the  investments  named  and 
the  amount  carried  out  separately  it  doubt- 
less would;  but  how  can  one  learn  the  bank's 
state  of  preparedness  to  discharge  its  obliga- 
tions at  a  moment's  notice  from  an  "invest- 
ments and  bills  "  mixture  ? 

Advances  are — 

Bills  discounted,   Advances,  and  other 

Assets  of  the  Bank    .         ,         .         .^^4,327, 293 
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Here  we  find  a  ratio  per  cent,  to  liabilities 
of  118-69.    ;^38i,7oois  invested  in  premises. 

The  nett  profit  for  the  year,  plus  amount 
brought  forward,  amounted  to  ^i  16,324,  and 
was  disposed  of  as  under — 

Interest — 4^  per  cent,  on  Transferable 

Deposit-Receipts  for  1900  .         .      ;^9i,335 

Eighteen  Months'  Dividend  at  sh  P^'" 

cent,  on  Pref.  Shares         .         .         .  i4>i85 

Forward 10,804 


;^i  16,324 


The  ;^30  Ordinary  Shares,  jC^S  paid,  have 
been  selling  in  this  country  at  ;^3,  los. 

Steady  progress  has  been  made  by  the 
bank.  During  1900  Transferable  Deposit- 
Receipts  to  the  extent  of  ;^320,7i2  were 
prepaid,  and  in  January  of  this  year  (1901) 
they  were  further  reduced  by  £317,726  ;  but 
it  cannot  be  said  that  there  seems  much 
chance  of  dividends  being  resumed  on  the 
Ordinary  Shares  yet  awhile. 

It  is  noticeable,  too,  that  the  bank  has 
not  yet  accumulated  a  Reserve  Fund  ;  and, 
altogether,  I  am  disposed  to  think  that  some 
years  must  elapse  before  it  sails  into  really 
smooth  waters, 
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THE    NATIONAL    BANK    OF    AUS- 
TRALASIA, LIMITED. 

London  Office:    123  Bishopsgate  Street 
Within,   E.G. 

DATE. MARCH    3  I,     I  9OI . 
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Capital — 

30,578  Preference  Shares,  paid  in  money 

to  £10  per  share       ....  ^305,780 

238,488  Ordinary  Shares,  ^5  paid  up  .  1,192,440 


^1,498,220 
Reserve  Fund       .....      ;^55,ooo 

The  National  Bank  of  Australasia,  whose 
head-office  is  in  Melbourne,  has  sixty-six 
branches  in  Victoria,  twenty-nine  in  South 
Australia,  eleven  in  Western  Australia,  and 
two  in  New  South  Wales,  making  io8 
in   all ;    so   it    farms   a   pretty  wide  field. 
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The  1893  crisis  caught  it  napping,  and  hit 
it  fairly  hard,  the  creation  of  Preferred 
capital  being  one  result,  and  a  call  another ; 
but  the  bank  has  profited  by  the  lesson  ;  and 
to-day  there  seems  little  cause  for  uneasi- 
ness. 

It  has  certainly  put  its  house  in  order  with 
some  celerity,  when  we  remember  that  only 
eight  years  have  elapsed  since  the  crash  ;  and 
in  September  1900  the  bank  resumed  divi- 
dends on  the  Ordinary  Shares,  paying  at  the 
rate  of  3  per  cent,  per  annum.  Shareholders, 
doubtless,  bless  the  day  ;  and,  if  they  suffered 
in  the  past,  those  who  waited  patiently  now 
have  their  reward. 

Liabilities  to  the  public  are  entered  in  the 
balance-sheet  as — 

Notes  in  Circulation  ....  ^335,687 

Bills  in  Circulation  ....  1,106,123 
Government    Deposits,    not     bearing 

Interest 43,966 

Government  Deposits,  bearing  Interest  477,329 

Other  Deposits,  not  bearing  Interest  .  2,733,525 

5.             ,,          bearing  Interest          ,  3,231,470 

Interest  accrued  and  Rebate  on  Bills  .  57,997 

Balances  due  to  other  Banks       .         .  71,594 

^8,057,691 
This    is    a    rather    interesting    statement, 
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which  sets  forth  clearly  and  lucidly  the  pre- 
cise nature  of  the  bank's  deposits,  and 
enables  a  person  who  has  a  passion  for 
figures  to  work  out  some  pretty  little  sums. 
Personally,  my  ambition  halts  at  the  ratios 
given  in  my  table. 
Cash  assets  are — 

Coin,  Bullion  and  Cash  at  Bankers  .  ^1,472,543 

Coined  Gold  in  transitu      .         .  .  50,000 

Notes  and  Bills  of  other  Banks  .  7)Oo7 

Balance  due  from  other  Banks    .  .  44)077 


^1,573.627 


These  show  a  ratio  per  cent,  to  the  above 
liabilities  of  i9'52  ;  and  a  bank  that  holds 
;^i9*52  in  cash  against  each  ;^ioo  it  owes 
is  evidently  fully  alive  to  the  risks  of  credit 
banking. 

Investments  are — 

Government,  Municipal  and  other 
Public  Stocks,  Debentures  and 
Funds  ;,^768,6o9 

The  proportion  to  liabilities  will  be  found 
in  the  second  division  of  our  form.  But 
surely  this  statement  might  have  been  com- 
piled in  a  more  intelligible  manner.  We  are 
not  even  told  the  extent  of  the  bank's  hold- 
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ing  in  Government  securities,  which,  for  all 
one  can  tell,  may  be  either  ;^ioo  or 
;^  1 00,000 ;  but  if  they  amounted  to  the 
latter  sum,  surely  the  bank  would  have 
specified  them !  Modesty  is  the  last  attri- 
bute one  expects  to  find  in  a  balance-sheet 
of  any  limited  liability  company.  Such  soul- 
less institutions  are  not  burdened  with  any 
of  the  finer  instincts. 

It  seems  a  pity  that  an  otherwise  well- 
compiled  balance-sheet  should  be  vitiated 
by  an  entry  of  this  description.  What 
impression  can  such  a  jumble  of  securities 
convey  to  one's  mind  except  that  the  entry 
is  incomplete  and  wants  explaining  very 
badly  indeed  ? 

Total  liquid  assets  come  to  29*05.  The 
bank,  on  the  31st  March  last,  held  ;^29-o5 
in  cash  assets  and  securities  to  meet  each 
;^ioo  of  its  indebtedness  to  the  public;  and, 
with  the  reservation  aforesaid,  its  position 
seems  fairly  satisfactory.  Moreover,  bills 
and  remittances  in  transitu  come  to 
;^i, 1 19,260,  and  show  a  ratio  per  cent, 
to  liabilities  of  over  13.  Remembering 
that  a  certain  part  of  this  sum  consists  of 
cash  documents,  it  looks  as  though  customers 
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and   depositors    can    sleep    comfortably    o' 
nights. 

Advances  are — 

Bills  discounted,  and  other  Advances 
(exclusive  of  provision  for  bad  and 
doubtful  Debts)      .         .         .         .  ^5,304.635 

Bills  and  Remittances /'« /rfl;^^//?^        .       1,119,260 


;^6,423,895 


The  ratio  per  cent,  to  liabilities  is  7972. 
;^452,997  is  invested  in  Premises,  ^429,203 
in  Real  Estate,  and  Contingent  Liabilities 
are  given  as  ^263,925. 

The  jCio  Preference  Shares  on  a  broker's 
list  before  me  are  quoted  at  io|  to  11. 
Purchased  at  11,  they  would  return  the 
buyer  4tt  per  cent. 

The  ;C^  Ordinary  Shares,  ^5  paid,  are 
quoted  at  60s.  to  70s.  Bought  at  70s.,  they 
would  return  about  4I  per  cent.  The  ratio 
per  cent,  of  paid-up  capital  to  liabilities, 
1479,  tells  us  plainly  enough  that  the  bank 
will  not,  for  many  years  to  come,  pay  large 
dividends.  The  Reserve  Fund,  too,  will 
require  strengthening ;  but  for  all  that, 
though  out  of  the  question  as  an  investment. 
National  Bank  of  Australia  shares  at  70s. 
look  a  fairly  promising  speculation. 
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NATIONAL   BANK   OF   NEW 
ZEALAND,    LIMITED. 

Head-Office:    15    Moorgate   Street, 
London,   E.G. 

DATE. MAl^CH    3I,    I9OI. 
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100,000  Shares  of  £7,  los.  each  and  £2,  los.  paid. 
Paid-up  Capital,  ;,f  250,000.     Reserve  Fund,  ^^80,000. 

This  bank  possesses  some  forty-one 
branches  in  New  Zealand ;  and  a  glance  at 
our  form  plainly  shows  us  that  its  liquid 
assets  are  not  abundant. 

Liabilities  to  the  public  are  given  in  the 
balance-sheet  as — 

Notes  in  Circulation  .         .         .       ;^236,o45 

Deposits  and  Current  Accounts  .       2,553,255 

Bills  payable  and  other  Liabilities 
(including  provision  for  bad  and 
doubtful  Debts)      .         .        .         .  504,628 

^3>293>928 
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Cash  assets  are  thus  described — 

Coin  and  Bullion  at  Head-Office  and 
Branches,  Cash  at  Bankers  and 
Money  at  Call        ....      ;^6o3,o2i 

This  sum  shows  a  ratio  per  cent,  to  the 
h'abilities  above-mentioned  of  18*30,  a  pro- 
portion which,  were  not  money  at  call  in- 
cluded therewith,  would  be  an  excellent 
one  ;  but  mixed  up  in  this  fashion,  it  is  im- 
possible to  tell  the  exact  state  of  prepared- 
ness in  which  the  bank  is  to  discharge  its 
debts  at  a  moment's  notice. 

A  balance-sheet,  to  be  of  real  service, 
should  carefully  distinguish  call  money  from 
legal  tender;  and  this  the  compilers  must  know 
quite  as  well  as  I  ;  so,  why  was  not  the  dis- 
tinction made  ?  Surely  we  are  not  asked  to 
believe  that  call  money,  during  a  time  of  low 
credit,  is  as  valuable  an  asset  as  actual  cash ; 
yet  the  bank,  by  bracketing  them  together, 
really  seems  to  advance  this  absurd  sug- 
gestion. 

Investments  are — 

Home,    Indian,    Colonial    and    Foreign 

Securities    ......    ;!^5 1,031 

Here  the  ratio  per  cent,   to  liabilities   is 
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1*54  —  an  insignificant  proportion.  More- 
over, one  would  like  to  know  the  amount  of 
the  bank's  holding  in  each  variety,  as  it  is 
impossible  to  gauge  the  precise  value  of  this 
asset  to  a  credit  bank  unless  further  par- 
ticulars be  given.  It  is  noticeable,  too,  that 
the  Company's  investments  are  less  than  its 
Reserve  Fund. 

We  next  come  to  the  bank's  total  liquid 
assets,  and  find  that,  in  March  last,  it  pos- 
sessed ^i9'84  of  cash  assets  and  securities 
to  meet  each  ;^ioo  it  owed  to  the  public — a 
state  of  preparedness  which  cannot  impress 
depositors  favourably.  And  until  the 
National  Bank  of  New  Zealand  increases 
its  ratio  per  cent,  of  liquid  assets  to  lia- 
bilities to  at  least  30  per  cent.,  it  is  not  likely 
to  find  many  supporters  in  this  country. 

Advances  are — 

Bills  discounted,  Loans,  Current  Ac- 
counts, and  Advances  on  Securities      ^^2,934,193 

The  ratio  per  cent,  to  liabilities,  89*07, 
indicates  plainly  enough  that  the  bank  is 
trading  with  too  large  a  proportion  of  its 
deposits. 

^88,975  is  invested  in  Landed  Property, 
Premises  and  Furniture. 
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Eight  per  cent,  per  annum  was  distributed 
for  the  half-year  ended  the  30th  September 
1900,  and  after  debiting  Profit  and  Loss  Ac- 
count with  the  expenses  of  management,  etc., 
for  the  year,  ;^53,293  remained  at  the  dis- 
posal of  the  Board.  This  was  dealt  with  as 
under : — 

Reserve  Fund ;^3o,ooo 

8  per  cent,  per  annum  Dividend          .  10,000 

2  per  cent.  Bonus       ....  5,000 

Balance  forward          ....  8,293 


^53.293 


The  Board  have  also  contributed  ^3600 
to  the  Officers'  Pension  Fund  out  of  the 
profits. 

The  twenty-ninth  ordinary  general  meet- 
ing was  held  in  London  in  July  last ;  and  I 
am  sorry  that  I  cannot  endorse  all  the 
remarks  of  the  chairman,   who  said, — 

"  The  advance  that  has  taken  place  in  the 
value  of  our  shares  is  very  satisfactory.  In 
the  Colony  they  are  now  quoted  at  about  £4. 
and  here  at  about  /^;^,  15s.  But  really  it 
rests  with  the  shareholders  themselves  to 
advance  the  value  of  the  shares  by  making 
the    merits    of    their    investment    generally 
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known,  and  so  producing  a  much  larger  and 
steadier  demand  for  the  shares  than  has 
generally  prevailed.  The  fact  is,  the  bank 
is  not  sufficiently  known  to  create  a  free 
market  in  its  shares." 

Does  the  chairman  mean  to  tell  us  that 
the  shares  of  a  bank  which  only  holds  ^19-84 
in  liquid  assets  to  every  ^100  it  owes  to  the 
public  are  a  safe  investment.-*  It  seems  to 
me  that  they  are  a  distinctly  speculative  one, 
that  no  person,  unless  he  can  afford  to  take 
risks,  should  hold  shares  in  a  Colonial  bank 
that  does  not  keep  at  least  from  35  to  40 
per  cent,  of  liquid  assets.  But  the  National 
Bank  of  New  Zealand  has  only  19-84;  and 
I  wonder  if  it  could  successfully  face  another 
crisis  with  such  a  ratio  ?  I  think  that  it  would 
experience  some  difficulty ;  and  it  appears 
to  me  that  it  is  paying  away  too  much  in 
dividends  instead  of  strengthening  its  posi- 
tion. Now,  when  trade  is  good,  is  the  time 
to  increase  the  bank's  state  of  preparedness  ; 
and  its  seems  bad  policy  on  the  part  of  a 
bank,  whose  liquid  assets  are  under  20  per 
cent.,  to  pay  a  dividend  of  10  per  cent,  per 
annum. 

The  most  sensible  speech  was  made  by  a 
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shareholder,  who,  when  alluding  to  dividends, 
said, — 

"It  does  not  matter  to  us  whether  we  get 
8  per  cent,  or  10  per  cent,  very  much  ;  but 
it  matters  very  much  whether  the  bank  is 
sound  or  not." 

Another  speaker  said, — 

"  I  think  the  balance-sheet  testifies  to  the 
soundness  of  the  bank,  especially  in  placing 
;!^30,ooo  to  the  Reserve  Fund. 

It  is  quite  interesting  to  learn  that  the 
placing  of  ^30,000  to  Reserve  testifies  to  the 
soundness  of  the  bank !  Of  course,  the  first 
remark  goes  to  the  root  of  the  situation. 
It  should  be  the  first  endeavour  of  directors 
to  protect  their  customers  and  members  ; 
and  this  can  only  be  done  by  trading  with 
such  a  proportion  of  the  deposits  as  will 
enable  the  Board  to  maintain  a  sufficient 
ratio  of  liquid  assets  to  meet  the  risks  of  a 
credit  business.  Does  the  chairman  imply 
that  19*84  is  an  adequate  provision  ?  Surely 
not! 

The  bank  is  not  a  patched  institution  ; 
and  by  reducing  its  distributions  it  should 
be  able  to  increase  it  liquid  assets,  thereby 
affording    its    shareholders    and    depositors 
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greater  immunity  against  the  risks  of  credit 
banking. 

One  cannot  help  noticing  the  encomiums 
which  chairmen  deHght  in  showering  upon 
those  highly-respectable  persons  called  secre- 
taries and  general  managers.  The  late  Lord 
Beaconsfield,  when  discoursing  on  flattery  in 
relation  to  persons,  remarked  that  with 
Royalty  it  was  advisable  to  lay  it  on  with  a 
trowel ;  but  general  managers  appear  to  like 
it  poured  out  straight  from  the  bucket. 
Customers  who  are  badly  in  need  of  accom- 
modation might  remember  this  when  they 
pay  one  of  them  a  call ! 

THE     QUEENSLAND     NATIONAL 
BANK,    LIMITED. 

London  Office  :    8  Princes  Street,  E.G. 
DATE. — JUNE  30,  1 901. 
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Capital,  Paid-up  ....     ;^459.5o7 

Less  Amount  on  Forfeited  Shares         .  46,585 


;^4I2,922 


Interminable  Inscribed  Deposit  Stock    ;,^3, 11 6,621 
Reserve  Fund       .....      ;^i 8,000 


The  Queensland  National  Bank,  which, 
upon  its  report,  calls  attention  to  the  fact 
that  the  Company  are  bankers  to  the  Govern- 
ment of  Queensland,  has  its  head-office 
at  Brisbane,  and  possesses  some  fifty-two 
branches  in  Queensland  and  one  at  Sydney, 
together  with  a  tentacle  in  this  tight  little 
island  of  ours,  sometimes  pathetically  called 
the  home  country.  For  Australia,  like  the 
schoolboy,  writes  home  when  it  wants 
money. 

•  A  glance  at  the  Capital  Account  of  this 
bank  tells  us  only  too  plainly  that  the  share- 
holders have  very  little  for  which  to  thank 
those  directors  and  functionaries  who  guided 
its  course  prior  to  1893,  and  makes  one 
wonder  how  men  who  considered  themselves 
competent  to  govern  a  bank  could  have  dis- 
charged their  trust  so  carelessly. 

Of  course,  the  Australian  companies  have 
s 
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not  the  choice  of  securities  that  our  banks 
have.  A  large  proportion  of  their  advances, 
I  should  say,  are  made  against  station  pro- 
perties, land  and  house  property.  Their 
directors,  whose  own  money  was  thus  in- 
vested, looked  upon  these  securities  as  the 
best  in  the  market,  and  by  locking  up  too 
large  a  proportion  of  the  bank's  deposits  in 
them  proved  conclusively  that  they  failed 
to  appreciate  the  terrible  risk  they  were 
running.  And  the  public  followed  them 
like  sheep  to  the  slaughter.  With  what 
result  is  too  well  known  to  need  re- 
capitulation here.  But  all  this  is  past 
history. 

The  Queensland  National  Bank  was  not 
one  of  the  few  that  displayed  good  judg- 
ment, for  we  can  see  that  it  is  patched  pretty 
considerably,  whilst  its  Reserve  Fund  only 
amounts  to  ^18,000,  and  works  out  at  0*47 
to  its  public  indebtedness  —  a  very  small 
proportion  indeed. 

Liabilities  to  the  public  are  given  in  the 
balance-sheet  as — 

Bills  in  Circulation       ....       ;^87,754 
Treasury  Notes  Deposit        .         .         .    ^^322, 000 
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Deferred  payments  to  Government : — 


Instalments  due — 

July  I,  1917 

.    ^181,248 

1918 

274,998 

1919 

274,998 

1920 

274,998 

„        1921 

274,998 

;^I,28l,240 

Payable  25  per  cent 

of 

profits     without 

in- 

terest  half-yearly, 

but 

to  be  paid  in  full 

by 

July  I,  192 1     . 

.    ^^409, 081 

1,690,321 


Deposits  and  other  Habilities  ; — 
Queensland       Govern- 


ment 

Commonwealth  of  Aus- 
tralia 

Private 

452,614 

105,562 
1,128,789 

Cash  assets  are — 

Coin  and  Bullion 
Treasury  Notes 
Cash  Balances  . 

1,686,965 

^3,787,040 

•    ;^6si,723 

177,455 
125,202 

;^954,38o 


These  show  a  ratio  per  cent,  to  the  above 
liabilities  of  25*20 — an  excellent  proportion. 
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^264,000  is  described  as  Money  in  London 
at  Call  and  on  Short  Notice,  and  works  out 
at  6-97  to  public  liabilities. 

The  bank,  then,  on  the  30th  June  last, 
held  ^32 '1 7  in  cash  assets  to  meet  each 
^100  for  which  it  was  liable  ;  and  seeing  that 
over  ii  millions  was  due  to  the  Government, 
which  has  agreed  to  accept  payment  at 
certain  given  dates,  the  bank's  state  of  pre- 
paredness is  most  satisfactory. 

The  audit  is  under  Government ;  and  all 
new  business  since  1893  is  protected  under 
Clause  9  of  Scheme  of  Arrangement.  Hav- 
ing told  us  this  much  on  the  balance-sheet, 
we  should  expect  that  the  bank  would  pro- 
ceed to  explain  the  precise  nature  of  the  said 
protection  ;  but,  oh,  dear,  no,  that  is  left  to 
our  imagination.  So  interested  persons  must 
write  to  the  manager. 

Advances  are  thus  described  : — 

Current  Accounts,  Bills  discounted,  and 

other  Debts  due  to  the  Bank    .         .  ^4,811,102 

Debts  in  suspense  pending  Realisation 

of  Securities      .....         617,898 

Bills  remitted  and  in  transitu       .         .         419,580 


;^5>848,58o 


Here  we  find  a  ratio  per  cent,  to  liabilities  of 
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154*43,  which  the  bank's  large  Working 
Capital  allows  it  to  support  without  running 
excessive  risk. 

The  nett  profit  for  the  half-year,  after  pro- 
viding for  rebate  and  interest  accrued  on 
Deposits  and  Deposit  Stock,  came  to 
;^28,349,  and  was  apportioned  as  under  : — 

Contingency  Account  ....  ;;^i6,349 
Repayment  to  Government  .  .  .  3,000 
Private  Depositors'  Repayment  Fund  .  6,000 
Reserve  Fund  .....        3,000 


^28,349 


This  balance-sheet  is  a  most  difficult  one 
to  analyse,  because  it  presents  some  strong 
points  and  also  an  extremely  weak  one  ; 
therefore  it  is  somewhat  puzzling  to  keep  the 
balance  just  and  fair.  The  bank  owes  the 
Government  ^1,690,321,  and  the  first  large 
payment  is  due  in  1917.  Then  each  suc- 
cessive year  other  payments  mature ;  and 
the  whole  debt  has  to  be  wiped  out  by  July 
192 1.  Now,  can  the  bank  do  this  without 
another  call  ?  it  seems  to  me  that  it  cannot. 
In  fact,  I  should  say  that  there  will  prob- 
ably be  a  call  and  a  fresh  issue  of  capital 
before  this  debt  is  finally  liquidated ;  but,  of 
course,  this  is  only  an  opinion. 
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The  members  receive  no  dividend,  and, 
with  this  debt  to  be  repaid,  it  cannot  be  said 
that  their  position  is  an  attractive  one.  Upon 
a  broker's  list  before  me  the  3J  per  cent. 
Inscribed  Deposit  Stock  is  quoted  at  12s.  to 
13s.,  and  the  bank's  ^5  Ordinary  Shares,  £2> 
paid,  at  2s.  (buyers),  so  it  would  seem  that 
these  fears  are  shared  by  the  market.  It 
looks  very  tempting  to  pick  up  a  few  shares 
at,  say,  2s.  6d.  ;  but  the  gilt  would  be  off  the 
ginger-bread  indeed  were  a  call  made,  and 
this  is  the  exact  situation. 

On  the  other  hand,  it  would  be  unfair  to 
say  that,  because  of  this,  the  bank  should 
not  be  trusted,  for  our  table  shows  that  it  is 
trading  prudently  ;  but,  all  things  considered, 
these  patched  banks  are  better  avoided,  and 
it  seems  safer  to  deposit  with  a  bank  that 
can  publish  a  statement  free  from  deferred 
payments. 

The  National  Bank  of  Queensland  pub- 
lishes a  most  lucid  balance-sheet,  and  it  is 
quite  possible  that  some  little  facts,  which  it 
declares  so  honestly,  are  carefully  disguised 
by  certain  among  its  rivals. 
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THE    ROYAL    BANK    OF 
AUSTRALIA.   LIMITED. 

date. MARCH  30,    I  90 1. 
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31-08      5-32   36-40   26-63      1-77   28-40   90-59 

Paid-up  Capital,  ;/;"l 50,000.     Reserve  Fund,  ;i^  10,000. 
150,000  Shares  of  ^^4  each  and  ;^i  paid. 

This  little  bank,  whose  head-office  is  in 
Melbourne,  is  represented  in  London  by  the 
Commercial  Bank  of  Scotland  ;  and  we  can 
see  by  the  above  ratios  that  it  is  trading 
prudently,  whilst  it  may  be  worth  remarking 
that  the  '93  crisis  left  it  untouched. 

Public  liabilities  are  put  down  as — 

Notes  in  Circulation        ....  ^6,667 

Bills  in  Circulation          ....  33.391 
Deposits  (Rebate  and  Interest  accrued) : 

Not  bearing  Interest        .         .         .  150,150 

Bearing  Interest       ....  372,726 

Balance  due  to  other  Banks     .         .  196 
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Cash  assets  are — 

Coin,  Bullion,  and  Cash  at  Bankers      ;^i 70,900 
Notes  and  Bills  of  other  Banks    .         .  486 

Balances  due  from  other  Banks   .         .         3,668 


;^i75.o54 


These  give  a  ratio  per  cent,  to  the  above 
Habilities  of  31 '08;  and  a  bank  which  pos- 
sesses ;^3i'o8  in  cash  assets  to  meet  each 
^100  for  which  it  is  Hable  is  a  bank  that  can 
be  trusted. 

^30,000  is  described  as  "Government, 
Municipal,  and  other  PubHc  Stocks,  Deben- 
tures and  Funds."  Now,  an  entry  of  this 
character  cannot  be  too  lucidly  explained  ; 
and  I  think  the  Royal  Bank  should  have,  at 
least,  given  its  holding  in  Government 
securities  separately.  The  ratio  to  liabilities 
is  5-32. 

This  bank,  then,  on  the  date  in  question, 
held  ^36*40  in  cash  and  securities  to  meet 
each  ^100  it  owed — a  position  which  looks 
satisfactory  to  both  members  and  depositors. 

Its  advances,  which  are  given  as  ;!^5io,  193, 
work  out  at  a  ratio  of  90 '59,  which  its  large 
Working  Capital  enables  it  to  support  without 
imposing  too  great  a  strain  upon  its  resources. 
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£1^,^22  is  invested  in  real  estate,  and  ;i^505 
in  stamps  on  hand. 

The  balance  of  profit  for  the  half-year 
came  to  ;!^  12,608,  and  was  apportioned  as 
follows  : — 

5  per  cent,  per  annum  Dividend         .         .  j[iZi1^'^ 
Reserve  Fund    ......      5,000 

Forward Sj^S^ 


p^i2,6o8 


The  bank's  large  Paid-up  Capital  renders 
big  dividends  out  of  the  question,  and  seeing 
that  the  Reserve  Fund  is  noticeably  small,  the 
directors  have  acted  prudently  in  adding  to 
it  rather  than  in  distributing  more  among 
the  members,  who,  in  the  long  run,  always 
profit  by  a  cautious  policy,  which  strengthens 
a  bank's  resources ;  therefore  it  is  to  be 
hoped  that  the  fund  in  question  will  be 
gradually  increased  until  it  is  at  least  half  as 
large  as  the  Paid-up  Capital  of  the  Company. 
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ROYAL    BANK    OF    QUEENSLAND. 
LIMITED. 

London  Office:   25  Abchurch  Lane,  E.G. 


DATE. JUNE  30,    I  90 1. 
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31-48      6-14       37-62      39-52      5-13      44-65      101-72 

Shares,  £g  each,  £^,  los.  paid. 
Paid-up  Capital,  ;if385,i87.     Reserve  Fund,  ^^ 50,000. 

The  Royal  Bank  of  Queensland,  whose 
head-office  is  in  Brisbane,  possesses  fourteen 
branches  on  the  other  side  of  the  water  and 
one  over  here,  whilst  a  glance  at  the  above 
table  shows  us  that  its  liquid  assets  are  con- 
siderable. 

Liabilities  to  the  public  are  stated  in  the 
balance-sheet  as  : — 

Bills  payable ;j^8,77i 

Treasury  Notes  held  in  Reserve      .         33) 500 
Deposits  and  other  Liabilities  .       932,178 

;^974,449 
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Cash  assets  are — 

Coin  on  hand  and  Cash  at  Bankers  ;^2o8,028 
Bullion  ......         50)509 

Treasury  Notes  on  hand  .         .         48,262 

;^3o6,799 

These  show  a  ratio  per  cent,  to  the  above 
hablHties  of  31*48 — an  excellent  proportion. 
It  is  quite  evident  that  a  bank  which  holds 
;!^3i-48  in  cash  assets  to  each  ;^ioo  it  owes 
is  well  prepared  to  deal  with  those  accidents 
which  threaten  every  banking  institution. 
Investments  are — 

Government  Stock  .         .         .     ^59,918 

This  assumably  is  stock  of  the  Queens- 
land Government.  The  ratio  per  cent,  to 
liabilities  works  out  as  6' 14. 

The  bank,  then,  in  June  last  held  ^37  62 
in  cash  assets  and  Government  Stock  to  meet 
each  ^100  of  its  public  indebtedness  ;  and 
there  is  no  occasion  for  me  to  point  out  that 
its  policy  is  a  sound  one,  as  the  figures  speak 
for  themselves.  Doubtless  both  its  depositors 
and  shareholders  are  thoroughly  satisfied  with 
the  position  this  bank  occupies  ;  and  perhaps 
it  may  be  interesting  to  them  to  compare  its 
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position  with  the  analyses  of  those  Australian 
institutions  which  are  reviewed  in  this  volume. 
Certainly,  they  will  have  small  reason  for 
disappointment. 

;^99i,22  2  represents  bills  discounted  and 
all  other  debts  due  to  the  bank,  and  gives  a 
ratio  per  cent,  to  liabilities  of  10 172,  which 
the  Company's  large  Working  Capital  enables 
it  to  support  comfortably.  ^62,153  is  in- 
vested in  premises. 

Nett  profit  for  the  half-year  amounted  to 
;^8657,  which,  added  to  balance  forward, 
;^i8oo,  gives  ^10,457.  This  was  distributed 
as  under  : — 

Dividend  2J  per   cent,    per   annum 

and  duty  ^ /"5>o55 

Reserve  Fund  .....  3,000 

Balance  forward        ....  2,402 


;^io,457 


The  chairman's  speech,  which  displays  a 
thorough  grasp  of  his  subject,  is  one  of  great 
moment  to  the  members,  for  it  deals  with  a 
call  of  ^  I  per  share,  and  also  with  a  proposal 
to  increase  the  bank's  capital  by  ^300,000. 
After  reading  his  facts  and  figures  carefully 
through,    I   feel  strongly  disposed    to  agree 
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with  his  deductions,  and  to  think  with  him 
that  if  the  suggested  issue  be  thoroughly 
successful  the  prosperity  of  the  bank  will  be 
considerably  enhanced  thereby,  whilst  an 
excellent  basis  will  be  supplied  for  the  build- 
ing up  of  a  large  and  sound  business. 

He  draws  attention  to  the  fact  that  the 
bank's  advances  to  customers  are  increasing, 
and  that,  did  they  possess  more  capital,  a 
larger  and  more  profitable  business  could  be 
done.  Hence  his  objective  for  the  call  and 
fresh  issue  aforesaid,  although  the  bank,  as 
our  own  table  clearly  shows,  is  well  able  to 
take  care  of  itself  without  them.  Still,  unless 
more  capital  be  forthcoming,  the  progress  of 
the  bank  will  be  impeded  ;  therefore  it  seems 
wiser  to  make  a  little  present  sacrifice  for 
the  sake  of  future  profits,  and  for  the  advance- 
ment of  the  institution.     The  proposal  is  : — 

"To  increase  the  bank's  capital  by 
^^300,000,  by  the  issue  of  30,000  of  the 
75,000  shares  still  unissued,  these  shares  to 
be  issued  at  ;i^io  each,  to  be  fully  paid  on 
application,  and  to  be  Preferential  as  to 
assets,  and  as  to  dividends  to  the  extent  of 
31  per  cent.,  any  dividend  in  excess  of  that 
sum  to  be  equally  shared  by  Ordinary  and 
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Preferential  shareholders.  The  holders  of 
these  shares  will  have  a  first  claim  on  the 
bank's  assets  after  all  the  bank's  liabilities 
are  fully  satisfied ;  and  with  a  guaranteed 
dividend  of  at  least  3^  per  cent,  the  shares 
should  always  have  a  good  market  value." 

This  means,  I  take  it,  that  31  per  cent, 
will  first  be  paid  on  the  Preference  Shares. 
This  done,  the  remaining  profit  will  be  dis- 
tributed equally  between  Preferred  and 
Ordinary.  At  a  first  glance,  this  seems 
unfair  to  the  Ordinary  shareholders  ;  but  a 
little  reflection  soon  puts  another  complexion 
on  the  matter.  The  bank  wants  capital. 
Did  it  get  it  in  the  shape  of  Fixed  Deposits, 
there  would  be  the  danger  of  withdrawals  at 
the  end  of  a  period  of  years  ;  and,  con- 
sequently, some  30  to  35  per  cent,  of  the 
aggregate  would  have  to  be  held  in  a 
liquid  state.  But  in  the  shape  of  capital 
there  is  no  such  danger ;  and,  moreover, 
not  one  penny  need  be  held  in  reserve 
against  the  said  ^300,000.  The  bank  can 
trade  with  all  of  it.  Now,  it  would  have  to 
pay  3^  per  cent,  on  Fixed  Deposits,  and  stand 
its  chance  of  withdrawals.  Instead,  it  offers 
3^  per  cent,  in  the  shape  of  Preferred  Shares, 
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and  allows  the  holders  to  divide  equally 
with  the  Ordinary  members  as  well,  thereby 
obviating  the  risks  of  withdrawals,  and  its 
attendant  inconvenience.  The  bank,  then, 
uses  the  whole  of  the  ^300,000  in  strengthen- 
ing the  business  ;  consequently,  the  nett  profit 
is  considerably  increased,  and  the  Preferred 
holder  takes  his  share. 

The  Preferred  Shares  in  question  are 
fully  paid ;  and  as  a  speculation  they  look 
distinctly  promising.  The  Royal  Bank  of 
Queensland  is  managed  with  o^reat  care  and 
caution ;  and  it  would  not  be  at  all  sur- 
prising, some  few  years  hence,  to  see  these 
Preferred  Shares  at  a  stiff  premium. 

The  bank  has  paid  off  ^258,000  of  its 
Deferred  Deposits,  and  has  only  to  meet 
;^42,ooo  at  the  end  of  the  year,  when  its 
scheme  of  arrangement  will  be  fully  carried 
out.  This  it  can  do  quite  easily.  Then  it, 
so  to  speak,  is  free  from  the  the  incubus  of 
1893  ;  and  it  only  remains  to  be  said  that 
the  Company's  future  looks  very  promising. 
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THE    UNION     BANK    OF 
AUSTRALIA,  LIMITED. 

Head-Office:  71  Cornhill,  E.C. 
date.  —  february  28,  i9oi. 
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Paid-up  Capital,  ;^i, 500,000.        Reserve  Fund,  £825,000. 
Contingent  Reserve,  ;i^l 75,000. 

The  Union  Bank  of  Australia,  if  it  be  not 
one  of  the  strongest,  is  at  least  one  of  the 
largest  banks  in  Australasia ;  and  its 
branches,  which  spread  through  the  various 
States,  amount  to  some  107.  People  are 
much  too  prone  to  judge  the  strength  of  a 
bank  by  the  amount  of  its  deposits ;  and  if 
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we  only  examine  this  institution's  collection 
of  working  resources,  then  its  position  is 
indeed  excellent ;  but  tested  by  another 
standard,  its  state  of  preparedness  seems 
none  too  large. 

Though  the  Union  of  Australia  weathered 
the  crisis  of  1893  successfully,  a  glance  at  the 
highest  and  lowest  prices  of  its  shares  for 
the  decade  ended  1900  will  hardly  cheer  the 
souls  of  those  who  purchased  during  1891 
and  1892.  From  69  to  25  means  that  many 
a  member  dropped  over  50  per  cent,  of  his 
capital ;  and  an  examination  of  the  dividends 
tells  the  same  tale ;  though  at  the  moment 
they  are  ascending  the  scale  again ;  and 
prices,  consequently,  are  moving  up  in  sym- 
pathy with  them. 

On  the  other  hand,  those  who  bought  at 
the  lowest  in  1898  made  a  good  speculation, 
and  I  do  not  think  that  they  would  be  badly 
advised  to  convert  a  paper-profit  into  a  cash 
one  if  they  have  not  already  done  so.  The 
public,  because  an  Australian  bank  did  not 
close  its  doors  during  1893,  thinks  that  it 
must  be  well  prepared  now ;  but  such  a  de- 
duction is  distinctly  fallacious,  and  the  per- 
sistency with  which  a  few  survivors  advertise 
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the  fact  is  a  little  stupid,  when  the  real 
question  is  :  Could  you  face  such  another  ? 
There  is  such  a  thing  as  trading  upon  past 
reputation ;  and  the  game,  I  have  always 
been  given  to  understand,  is  not  without  its 
dangers. 

Liabilities  to  the  public  are  given  in  the 
balance-sheet  as — 

Circulation £4^3>73^ 

Deposits  (including  Inscribed  Stock 

Deposits) 15,249,039 

Bills  payable  and  other  Liabilities 
(including  Reserves  against  doubt- 
ful Debts) 1,929)240 


Cash  assets  are — 

Specie  on  hand  and  Cash  Balances     .    ;^2,74i,987 
Bullion  on  hand  and  m  transitu         .  88,491 


;^2,83o,478 


These  show  a  ratio  per  cent,  to  the  liabili- 
ties above-mentioned  of  16-02  ;  and  a  bank 
which  possesses  ;^i6-02  of  cash  assets  to 
meet  each  ^100  it  owes  is  obviously  well 
prepared  against  any  sudden  drain  upon  its 
resources.  We  must  remember,  too,  that 
the  bank  does  not  give  the  amount  of  its 
I  Inscribed  Deposit  Stock  separatel)^,  and  it 
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would  be  interesting  to  hear  why  this  item, 
which  is  a  kind  of  capital,  is  not  duly  speci- 
fied. The  amount,  I  believe,  is  ^750,000,  and 
interest  at  the  rate  of  4  per  cent,  is  paid 
thereupon.  Of  course,  if  we  deduct  the  said 
sum  from  "deposits,"  the  bank's  position 
will  look  a  little  stronger. 
^  ;^37o,ooo  is  described  as  "  Money  at  Call 
and  Short  Notice  in  London,"  and  works  out 
at  a  ratio  per  cent,  of  2*09. 
Investments  are — 

Consols  and  other  Securities  of,  and 
guaranteed  by,  the  Imperial  Govern- 
ment    ......        ;^i45,2o8 

India    Government    Sterling    Stocks 

and  Railway  Guaranteed  Stocks     .  314,453 

British  Municipal  and  Colonial  and 
Foreign  Government  Stocks  and 
Debentures  .....  181,407 

Reserve  Fund — 
Consols    ....  ;i^5oo,ooo 
Local  Loans      .         .         .       175,000 
National  War  Loan  .         .      150,000 

825,000 


;2^i, 466,068 


This  list,  which  is  an  excellent  one,  gives 
a  ratio  per  cent,  of  8*30  to  the  bank's  public 
indebtedness.  The  Union  Bank  of  Aus- 
tralia, then,  on  the  28th  February  last,  held 
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;^26*4i  in  cash  assets,  money  at  call  and 
notice,  and  good  securities  to  meet  each 
;^ioo  it  owed  to  the  public  ;  and  we  want 
to  know  if  such  a  position  is  satisfactory  ? 

Satisfactory  it  perhaps  is ;  but  it  would 
be  an  exaggeration  to  say  that  the  bank's 
strength  impresses  one  favourably,  because 
it  decidedly  does  not.  True,  these  liquid 
assets  are  good,  so  good  that  perhaps  the 
bank  is  sufficiently  prepared  to  meet  all 
probable  demands ;  still,  it  seems  to  me  that 
it  is  trading  a  little  too  near  to  the  margin 
of  safety,  that,  in  short,  it  would  be  well- 
advised  to  increase  its  liquid  assets  to  at 
least  30  per  cent. 

Advances  are  thus  given — 

Bills  receivable,  Loans  and  other 

Securities  at  London  Office       .  £,2,6^2,2,()^ 

Bills  discounted.  Bills  receivable, 
Loans  and  other  Securities  at 
the  Branches,  ....     12,232,202 


;^i4,874,599 


Here  we  find  a  ratio  per  cent,  of  84'2i, 
which  seems  to  confirm  the  foregoing  im.pres- 
sion,  to  wit,  that  the  bank  is  trading  with  a 
little  too  large  a  proportion  of  its  deposits. 

;^6oi,oii    is    invested   in    Colonial    bank 
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premises    and    property,    and    ^128,669    in 
London  leasehold  premises. 

The  dividend  for  the  half-year  under  dis- 
cussion was  at  the  rate  of  8  per  cent,  per 
annum.  Based  upon  a  dividend  of,  say,  7 
per  cent.,  shares  should  be  bought  at  35  in 
order  to  return  5  per  cent,  on  one's  capital ; 
and  I  myself  should  not  care  to  give  any 
more  for  them.  Moreover,  there  is  a  lia- 
bility of  ^50  upon  each  share ;  and  it  is 
questionable  whether  any  person  ought  to 
accept  such  a  responsibility,  unless  a  bank 
holds  at  least  from  ^35  to  ;^40  in  liquid 
assets  to  every  /^loo  it  owes  to  the  public. 

THE   WESTERN    AUSTRALIAN 
BANK. 

date. MARCH    25,     I  90 1. 
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The    Western    Australian     Bank,  whose 

head-office  is  at  Perth  (W.A.),  and  which 
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possesses  twenty-nine  branches,  is  repre- 
sented in  London  by  the  Bank  of  Adelaide ; 
and  these  two  banks,  though  both  belong-  to 
the  smaller  variety  of  Australian  banking 
companies,  are  models  of  good  government, 
and  appreciably  better  prepared  to  protect 
the  interests  of  their  customers  than  the 
larger  institutions  in  that  Colony.  They  are 
the  two  strongest  banks  in  Australia,  as  any 
of  my  readers  who  may  care  to  compare 
their  ratios  with  those  given  in  previous 
reviews  will  readily  perceive  for  themselves. 
Liabilities  to  the  public  are  entered  in  the 
balance-sheet  as — 


Notes  in  Circulation     . 
Bills  in  Circulation 
Balances  due  to  other  Banks 
Deposits  not  bearing  Interest 
Deposits  bearing  Interest 
Interest  accrued  on  Fixed  Deposits  and 
Rebate  on  Bills  Discounted 


Cash  assets  are — 

Specie  in  hand  .... 
Bullion  ..... 
Balances  due  from  other  Banks  . 
Notes  and  Cheques  on  other  Banks 


21,928 

33,533 

1,006,302 

728,702 

6,736 


£r 

,917, 

194 

£S88, 

839 

124, 

211 

169, 

317 

9, 

884 

£^ 

,192, 

251 
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These  show  a  ratio  per  cent,  to  the  above 
liabiHties  of  62' iS — a  proportion  which  is 
not  equalled  by  any  bank  in  the  United 
Kingdom.  This  Company  holds  ;^62*i8 
in  cash  assets  to  meet  each  ;^ioo  it  owes; 
and  a  bank  thus  prepared  would  stand  when 
those  around  it  were  going  down  like  nine- 
pins. This  it  did  during  the  panic  of  '93  ; 
and  it  could  face  another  such  panic  with 
ease. 

^47,400  is  described  as  "Public  Securities," 
and  gives  a  ratio  per  cent,  to  liabilities  of 
2 '47.  It  seems  churlish  to  cavil  at  a  balance- 
sheet  of  this  description  ;  but  it  would  have 
been  better  had  the  bank  specified  the  said 
securities  in  order  to  further  emphasise  its 
excellent  position. 

Of  total  liquid  assets  the  Company 
holds  64*65.  It  has,  then,  ^64*65  of  cash 
assets  and  securities  in  reserve  against 
every  ;^ioo  of  its  public  indebtedness; 
and  there  is  no  occasion  to  make  any 
comment  upon  figures  which  must  im- 
press every  reader  with  a  sense  of  con- 
fidence and  security. 

Bank  premises  are  put  down  as  ^53,235, 
and  stamps  in  hand  as  ^1927. 
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Advances  are — 

Bills  receivable  and  all  other  Advances  .  ;^9i3,i33 
Remittances  in  transitu  .         .         .        42,401 

;^955>534 

Here  we  find  a  ratio  per  cent,  to  liabilities  of 
49  "84,  a  proportion  which  clearly  shows  that 
the  bank  is  trading  well  within  the  margin 
of  safety. 

The  nett  profit  for  the  half-year  was 
£ii,ySy,  with  ^21,367  carried  forward  from 
the  previous  half-year.  This  was  appor- 
tioned as  under: — 

17I  per  cent,  per  annum  free  of  Income 

Tax ^8,750 

To  carry  forward  .....  24,404 


^33>i54 


Not  only  is  the  bank's  Reserve  Fund 
twice  as  large  as  its  capital,  but  it  also 
carries  to  the  next  Profit  and  Loss  Account 
a  sum  sufficient  to  pay  17I  per  cent,  per 
annum  for  the  next  two  half-years,  with 
;^6904  to  spare,  thereby  providing  an  ex- 
cellent guarantee  fund  for  future  distributions. 
The  Company  pays  on  a  small  capital,  which 
stands  at  the  ratio  of  only  5-21  to  liabilities ; 
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consequently,  dividends  are  bound  to  be  large; 
and  the  rate  in  question  was  earned  with 
positive  ease. 

The  chairman,  in  his  speech,  on  the  ist 
May  last,  remarks  that  the  ^10  paid  shares, 
which  carry  a  liability  of  the  same  amount, 
return  about  7  per  cent,  on  the  market  price 
of  the  shares ;  and,  if  such  be  the  case,  they 
are  well  worth  buying.  The  bank,  at  any 
moment,  can  afford  to  trade  with  a  much 
larger  proportion  of  its  deposits  ;  and  were 
business  to  show  signs  of  increasing  activity, 
it  would  probably  add  to  its  advances, 
when  dividends  would  be  benefited.  These 
shares  may  be  confidently  recommended  as 
a  most  promising  speculation.  The  bank  is 
managed  with  the  greatest  caution ;  and  so 
far  as  its  dividend-paying  capacity  is  con- 
cerned, the  maximum  has  by  no  means  been 
reached,  as  a  few  really  good  years  will 
probably  demonstrate. 


CHAPTER    X 

AFRICAN    BANKS    IN    LONDON 

The  bone  of  contention  at  the  moment  is 
a  little  slice  of  the  map,  on  the  east  coast 
of  Africa,  painted  green,  about  which 
politicians  are  shouting  themselves  hoarse, 
as  though  despairing  of  making  a  sensible 
suggestion,  they  must  needs  take  each  other 
by  the  throat — a  curious  way  of  surmounting 
a  difficulty,  and  somewhat  annoying  to  the 
mere  financier,  who  is  losing  his  money 
while  the  two  political  parties  are  squabbling 
among  themselves  a  propos  of  the  correct 
and  Christian  way  to  bring  a  handful  of 
Boers  to  their  senses. 

They  remind  one  of  very  superior  old 
ladies  who  are  most  anxious  to  avoid  a 
scandal,  to  keep  the  little  affair  from  the 
knowledge  of  the  most  sensitive  and  refined 
Mrs  Europe,  and  from  the  ears  of  the 
most    humane    and    benevolent    Mr    Turk, 

298 
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who  all  the  while  are  laughing  heartily  in 
their  sleeves  and  secretly  rejoicing  at  the 
sacrifices  these  dear  old  ladies  are   makino- 

o 

at  the  shrine  of  so-called  Civilisation. 

As  a  nation  we  have  so  many  consciences, 
and  each  of  them  is  divine  and  elastic  ;  but 
the  consensus  of  opinion  seems  to  be  that 
these  dear  old  ladies,  in  their  anxiety  to 
pose  as  pious  persons,  who  would  not  cause 
a  fly  unnecessary  pain,  neglected  to  kill  the 
pig  before  they  quarrelled  over  it.  The  talk, 
it  is  thought,  should  have  been  over  the 
carcass  of  the  animal ;  and  it  certainly  does 
seem  a  little  stupid  to  stop  the  hunt  and 
quarrel  about  the  correct  and  Christian  way 
in  which  the  pig  ought  to  be  stuck.  They 
should,  of  course,  have  settled  that  little 
point  before  they  entered  the  wood.  And 
as  to  Mrs  Europe  and  Mr  Turk,  they  do 
not  eat  pork.  But  their  civilised  gaze  is 
greedily  fixed  upon  other  estates  that  belong 
to  Mr  Imperial  Bull.  Hence  their  shocked 
and  pious  attitudes. 

There  is,  however,  one  bright  spot  in  a 
bad  business,  and  I  am  referring  to  the 
splendid  state  of  preparedness  of  the  large 
African  banks,  which,  during  the  war,  have 
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conducted  their  business  with  the  greatest 
caution,  husbanding  their  resources,  and 
keeping  themselves  strong  in  order  to  deal 
successfully  with  every  possible  contingency. 

Among  the  six  banks  in  London,  in  no 
single  instance  are  there  any  signs  of  reck- 
less trading.  All,  without  exception,  are 
strong  in  cash  assets  ;  and,  as  a  class,  these 
institutions  are  better  managed  and  very 
much  safer  than  the  Australian  banking 
companies,  whose  reckless  trading  and 
insane  disregard  of  ordinary  banking  pre- 
cautions brought  about  the  crisis  of  1893. 

The  directors  of  the  African  banks  recog- 
nised that  the  war  would  possibly  call 
attention  in  a  marked  manner  to  their 
position,  and  that  during  its  continuance 
it  was  absolutely  essential  that  their  credit 
should  be  unassailable.  Africa  has  every 
reason  to  be  proud  of  its  banks,  whose 
prudent  policy  has  saved  us  a  bankrupt 
South  Africa — an  important  factor  in  the 
situation,  which  squabbling  politicians  seem 
to  have  quite  overlooked,  and  one  of  the 
brightest. 

When  the  war  is  over,  the  banks  will  be 
found  splendidly  prepared  to  meet  all  legiti- 
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mate  demands ;  and  seeing  how  capably 
they  have  been  handled  during  the  process 
of  hostilities,  they  surely  may  be  confidently 
relied  upon  to  advance  cautiously  and  pru- 
dently to  the  mixed  crowd  that  will  besiege 
their  doors  after  peace  has  been  declared. 

A  boom,  following  the  war,  would  test  the 
banks  severely.  I  say  test.  Tempt,  how- 
ever, is  the  better  word,  for  their  resources 
are  considerable,  and  the  only  danger  is 
that  they  might,  in  order  to  increase  their 
dividends,  trade  with  too  large  a  proportion 
of  their  deposits  ;  but  it  seems  improbable 
that  they  will  fall  into  so  palpable  a  snare, 
especially  with  the  fate  of  the  Australian 
banks  before  their  eyes. 

These  banks  are  now  allowing  from  3  to 
4  per  cent,  on  Fixed  Deposits ;  and  with 
the  exception  of  the  Bank  of  Adelaide,  the 
Western  Australian  Bank  and  one  or  two 
other  Australian  companies,  the  depositor 
should  sleep  much  more  comfortably  with 
his  money  in  the  African  banks  in  spite  of 
the  war. 

A  large  and  splendidly-managed  African 
bank  in  October  last  was  allowing  the 
following  rates : — 
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"  3i  per  cent,  on  sums  under,  and  4  per 
cent,  on  amounts  over,  ^1000,  fixed 
for  one  year. 
"  Fixtures  for  longer  periods  are  subject 

to  special  arrangements." 
The   various   banks  will   be    discussed   in 
alphabetical    order,    and    the    first   therefore 
is : — 


AFRICAN    BANKINCx    CORPORA- 
TION,   LIMITED. 

Head-Office:  43  to  46  Threadneedle 
Street,  London,  E.C. 

date. — MARCH  31,    1 90 1. 


*-2 


e 


^0, 


28-98     4-28      io-o8   43*34    11-41     1-99  13-40  66-8i 

1898   1899  19°° 

^Iig'^^st 4IA    4^     4_^ 

Lowest  .  .         .         .         4l      3^     31 

Div.  p.c.  p.a.  June         •••555 

„  ,,        Dec.         -..555 

80,000  Shares  of  ;^io  each,  and  ;^5  paid. 

Paid-up  Capital,  ^400,000.     Reserve  Fund,  ^70,009, 
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The  African  Banking  Company,  which 
has  its  head-office  in  London,  possesses 
twenty-eight  branches  and  an  agency  in 
New  York,  whilst  a  glance  at  the  above 
ratios  plainly  indicates  that  the  bank  is 
trading  cautiously. 

Liabilities  to  the  public  are  given  in  the 
balance-sheet  as — 


Note  Circulation .  .  .  .  ;j^io8,o62 
Current  Accounts  and  Deposits  .  3,239,502 
Drafts 156,341 


^3>503.905 

Cash  assets  are — 

Coin,  Bullion  and  Notes  in  hand.      ^835,991 
Cash  at  Bankers  .         .         .         .         179,670 


^1,015,661 


This  gives  a  ratio  per  cent,  to  the  above 
liabilities  of  28*98  ;  and  a  bank  which  holds 
;i^28*98  in  cash  to  each  ^100  of  its  public 
liabilities  is  evidently  well  prepared  to  protect 
its  depositors  and  customers. 

^150,000  is  described  as  "Money  at 
Call "  ;  and  the  ratio  comes  to  4-28, 
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Investments  are — 

British  Corporation  and  Colonial 
Government,  English  and  Indian 
Railway  and  other  Government 
Securities  (including  Deposit  with 
Cape  Government  against  Note 
issue) ^345,401 

Other  Securities .         ....  7)955 


^353>356 


Here  we  find  a  ratio  per  cent,  to  the 
bank's  public  indebtedness  of  io"o8  ;  and  it 
is  satisfactory  to  see  that  the  cash  equivalent 
of  "other  Securities"  is  carried  out  separately. 

In  March  last,  the  bank  held  ;^43'34  in 
liquid  assets  to  meet  every  ;^ioo  it  owed  to 
its  customers  and  depositors — a  position 
which  reflects  considerable  credit  upon  those 
who  are  responsible  for  its  management. 

Advances  are — 

Bills  of  Exchange  purchased  .  .  ;^982,536 
Bills  discounted,  Loans  and  Advances  1,318,452 
Coin  commandeered  by  the  late  S.A.R.  40,008 


^2,340,996 


This  total  works  out  at  a  ratio  per  cent,  to 
liabilities  of  66'8i. 

^137,800    is    invested    in    premises    and 
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stamps ;  and  acceptances  and  endorsements 
came  to  ^^63,238. 

The  nett  profit  for  the  half-year,  including 
/^OySi  forward,  came  to  ^16,368,  and  was 
distributed  as  follows — 

Depreciation  of  Furniture        .         .  ;^468 

Dividend  5  per  cent,  per  annum     .  10,000 

Forward 5,900 


;^i6,368 


The  ^5  paid  shares  are  quoted  (November 
28)  at  4J  to  4f  ;  and  as  a  speculation  they 
seem  fairly  promising.  The  bank's  Reserve 
Fund,  however,  is  small  ;  and  were  profits 
considerably  larger  than  at  present,  the  bank 
would  be  compelled  to  strengthen  it  year  by 
year ;  therefore,  dividends,  even  after  the 
much-desired  peace,  are  not  likely  to  prove 
sensationally  large.  And  then,  again,  there 
is  the  ;^40,ooo  of  commandeered  money. 

Undoubtedly  the  bank's  nett  profits  will 
increase  appreciably  after  peace  is  restored 
and  its  shares  seem  well  worth  holding 
whilst  it  is  quite  possible  that,  in  a  few  years 
time,  especially  if  the  institution  be  as  capably 
directed  in  the  future  as  during  the  past,  the 
accretion  to  capital  value  will  be  considerable. 

U 
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Indeed,  they  look  a  good  thing  at  4f  as  a 
speculation  ;  but  I  don't  fancy  they  will  im- 
prove so  rapidly  as  those  of  some  of  the 
other  African  banks  six  months  after  the 
cessation  of  hostilities. 

Of  course,  the  bank's  present  position  is  a 
very  strong  one. 

BANK  OF  AFRICA,  LIMITED. 
Head-Office:  113  Cannon  Street,  B.C. 


Q-o 


M      •-       p 

.  o2     S  2 


DATE. JUNE    30,    I  90 1, 

§1  g,o  ^o 


drt 


2470    270  13-51  40-91  13-51    8-34   21-85  79*67 

Average 
1891  1892  1893  1S94  1S95  i8g6  1897  1898  1899  jgoo  Divi- 

Highest  .  io\  8J  8g  8J    i2f  io§  ii|  ii^  i2f  ii|   dend 

Lowest    .7  6^  6^  6H    7i  7i%  Sf  lo  SJ  9J 
Div,  %  p.  a. 

Apr.     .   10  10  10  10      12  12  12  12  12  12 

Oct,     .   10  10  10  10      12  12  12  12  12  12     ii^% 

120,000  Shares  of  ;^i8,  15s.,  and  ;£6,  5s.  paid. 
Paid-up  Capital,  ;^750,ooo.     Reserve  Fund,  ^463,000. 

This  bank,  which  was  established  in  1879, 
possesses  some  thirty-six  branches,  thirteen 
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of  which  are  in  Cape  Colony,  eleven  in 
Orange  River  Colony,  four  in  the  Transvaal, 
and  so  on.  Were  this  an  Australian  bank, 
I  should  say  that  its  position  looked  very 
strong  indeed  ;  but  the  African  banks  are  so 
noticeably  well  prepared  at  the  moment  that, 
when  compared  with  others  of  its  kind,  the 
Bank  of  Africa's  state  of  preparedness  does 
not  impress  one.  However,  a  glance  at  the 
ratios  given  above  seems  to  indicate  pretty 
clearly  that  there  need  be  no  hesitation  in 
trustin;^  it. 

Liabilities  to  the  public  are  entered  in  the 
balance-sheet  as — 

Notes  in  Circulation    .         .         .  ;j/^436,i98 

Bills  payable        .         .         .         .  422,731 
Deposits,  Current  Accounts,  and 

other  Liabilities        .         .         .  4> 753)9 19 

5,612,848 
Less  Acceptances        .  62,235 

;^5.55o.6i3 

Cash  assets  are — 

Cash  on  hand,  with  Bankers,  at 

Call  and  Short  Notice      .         .  ;2£^i,37i,288 


This  item  is  given  in  a  somewhat  unsatis- 
factory manner.  Indeed,  it  is  rather  peculiar 
that  the  bank  should  not  state  the  actual  amount 
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of  cash  in  hand  and  with  bankers  separately; 
for  it  must  know  that  a  credit  institution's 
most  vital  asset  is  legal  tender.  Why,  then, 
does  the  Company  lump  its  cash  and  call 
money  together  ?  What  objective  has  it  ? 
Surely,  if  the  balance-sheet  is  intended  to 
show  the  members  and  customers  the  bank's 
exact  position  to  meet  its  liabilities  promptly, 
it  is  absolutely  essential  that  money  at  short 
notice  should  be  entered  apart  from  legal 
tender! 

However,  we  must  take  things  as  we  find 
them ;  and,  after  all,  a  bank  which  holds 
;^247o  in  cash  assets  against  each  ;^ioo 
it  owes  to  the  public  should  be  well  prepared 
to  deal  with  emergencies — more  especially 
when  we  remember  that  a  certain  proportion 
of  its  deposits  is  "fixed." 

;^ 1 50,302  is  described  as  "Cash,  Bills,  etc., 
in  transitu' ;  and  here,  again,  unless  the  said 
bills  are  within,  say,  seven  days  of  maturity, 
they  can  hardly  be  included  with  the  liquid 
assets  of  a  bank,  while  specie  in  transit 
should  certainly  be  distinguished  from 
"  Bills,  etc.^'  in  a  balance-sheet.  This  total 
works  out  at  a  ratio  per  cent,  to  liabilities 
of  270. 
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Investments  are  put  down  as — 

Government,    Colonial    and    other 

Securities  .....    ;£j4g,g42 

These  are  very  loosely  described  ;  and,  in 
fact,  it  is  only  fair  criticism  to  say  that  the 
balance-sheet  is  compiled  with  a  strange 
lack  of  skill  ;  and  when  we  are  told  that  it 
exhibits  "  a  true  and  correct  view  of  the 
bank's  affairs,"  one  feels  tempted  to  ask : 

"  How  much  cash  had  the  bank  in  its 
tills?" 

"  How  much  with  other  bankers  at  call  ?" 

"  How  much  at  short  notice  ?  " 

"  How  much  money  has  it  invested  in 
Government  Securities  ?  " 

"  How  much  has  it  in  Colonial  Securi- 
ties ?" 

"  How  much  has  it  in  other  Securities  ; 
and  what  on  earth  are  they  ? " 

Now,  the  balance-sheet  does  not  answer 
a  single  one  of  these  questions  in  detail ; 
therefore  it  seems  absurd  to  say  that  the 
document  "  exhibits  a  true  and  correct  view 
of  the  state  of  the  bank's  affairs."  How  can 
it,  unless  legal  tender  and  securities  are 
specified  ?      No  doubt  the  balance-sheet  is 
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quite  reliable ;  but  if  the  bank  have  a  large 
holding  in  premier  securities,  then  why  does 
it  not  state  the  exact  sum,  and  thereby 
advertise  its  strength  ?  Surely,  if  it  held, 
say,  ;^300,ooo  in  Consols,  it  would  not 
neglect  to  specify  them  in  the  balance-sheet. 
The  ratio  per  cent,  to  liabilities  works  out 
at  13-51. 

Of  total  liquid  assets,  the  bank  holds 
;^40"9i  to  each  ;^ioo  of  its  public  indebted- 
ness—  a  percentage  which  should  satisfy 
both  its  shareholders  and  customers ;  and 
so  long  as  this  ratio  is  maintained,  it  is 
fully  entitled  to  the  confidence  of  the  public ; 
though  those  persons  who  compiled  the 
balance-sheet  appear  to  know  very  little  of 
the  relative  value  of  its  assets  to  the  wants 
of  a  credit  bank.  At  any  rate,  there  is  but 
small  evidence  in  its  compilation  of  any 
sense  of  proportion. 

Advances  are — 

Bills  receivable  ....  ^917,205 
Loans    on    Security,    Temporary 

Advances,  etc.           .         .         .  2,889,456 

Bills  discounted  ....  565,715 
Gold  Coin  commandeered  by  the 

late  S.A.R 50,000 

;^4,422,376 
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The  last  item  in  the  above  list  will  doubt- 
less prove  solacing  to  those  mysterious 
persons  called  Pro- Boers  ;  but  by  the  patriot, 
and,  above  all,  by  the  shareholder,  it  will 
probably  meet  with  a  mixed  reception,  for 
its  presence  there  will  doubtless  give  rise  to 
heated  polemics  concerning  the  ethics  of 
specie  lifting ;  but  seeing  that  the  bank 
earned  ^48,551  nett  profit  for  the  half-year, 
the  said  item,  though  distinctly  undesirable, 
need  cause  no  uneasiness.  The  ratio  per 
cent,  of  the  above  advances  to  liabilities 
works  out  at  79 '67  —  a  proportion  which 
seems  quite  full  enough,  though  not  too  large. 

;^i  29,614  is  invested  in  premises  and  furni- 
ture, and  ;iCS2yo  in  stamps,  stationery,  etc. 

Capitalised  on  a  dividend  of  1 1^  per  cent., 
the  following  sum  will  show  us  at  what  price 
the  shares  should  be  bought  in  order  to 
return  5  per  cent,  on  the  purchase  money  : — 

"ix6i_     3 
5  ^ 

As  a  speculation  they  seem  worth  buying  at 
anything  under  12.  The  bank  has  main- 
tained its  dividend  of  12  per  cent,  in  spite 
of  the  war,  and  it  has  accumulated  a  large 
Reserve  Fund ;  but  it  pays  on  a  large  ratio 
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of  capital  to  deposits — so  large,  in  fact,  that 
its  12  per  cent,  distribution  is  somewhat 
surprising  ;  and,  unless  its  deposits  increase 
very  rapidly,  it  is  difficult  to  see  how  it  can 
add  to  it,  and,  at  the  same  time,  maintain 
an  adequate  supply  of  liquid  assets  against 
liabilities. 

Its  shares  do  not  look  nearly  so  promising 
as  the  Standard  Bank's ;  but  the  Bank  of 
Africa  seems  well  managed,  and,  so  far  as 
one  can  judge  from  its  balance-sheet,  fully 
entitled  to  the  confidence  of  the  public. 
Purchasers  of  its  shares  at  3  in  1885  certainly 
cannot  complain ! 

THE    NATAL   BANK,  LIMITED. 

London  Office:  18  St  Swithin's  Lane,  E.G. 

DATE. DECEMBER  3  I,    I9OO. 


S 


rt.-S 


21      's^l      -^       ^      °3 


o.H 


•  •■1  H  (i«-T  "  !;-^  "  -T  art  3  o.     -1 


=3     3 


.^o,  -0(1,  :>  dgPn 


•Bo:?    ■s?.o-^    -io-^     1     -B.^i    -sps     a     -Sis 


->.-'  -5    "    /^    =  •_=    rs    -'  rt  •-OS  •-    3    Si 


'*2  t^  ^ 


32-OI       8^18        9-30    49-49    9-83      4-15    13-98  62-73 

25,884  A  Shares  of  ;i^io  each,  and  ;C5  paid. 

61,927  B  Shares  of  ;i{:'io  each,  and  £2,  los.  paid. 

Paid-up  Capital,  ^^284, 237.        Reserve  Fund,  ^120,000. 
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The  Natal  Bank,  whose  head-office  is  in 
Pietermaritzburg,  possesses  some  fifteen 
branches,  including  its  London  office  ;  and 
we  have  only  to  glance  at  the  above  ratios 
to  see  that  it  is  an  exceptionally  strong 
institution. 

Liabilities  to  the  public  are  entered  in  the 
balance-sheet  as — 

Pension  Fund        ....  ;^i2,353 

Notes  in  Circulation      .         .         .  89,769 

Fixed  Deposits,  Current,  and  other 

Accounts 2,564,485 

Balances  due  to  other  Banks          .  53) 781 

Bills  payable,  and  Drafts  in  Cir- 
culation      170,812 


;^2,89I,200 


Against  this  the  bank  held  in  cash — 

Coin  at  Head-Office  and  Branches     ;£'92  2,56i 
Notes  of  other  Banks,  Drafts,  Cash 

Orders,  etc.        ....  2,908 


^^925.469 


This  works  out  at  a  ratio  per  cent,  to  the 
above  liabilities  of32"oi;  and  the  proportion, 
in  a  sense,  is  a  remarkable  one.  Moreover, 
the  statement  is  extremely  lucid,  and  we  can 
see  that  nearly  the  whole  of  this  total  con- 
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sists  of  legal  tender.  Here,  then,  is  a  South 
African  bank  which,  at  December  last,  held 
;^32-oi  in  cash  to  each  ;^ioo  it  owed  ;  and  it 
is  unnecessary  to  remark  that  such  a  pro- 
portion is  simply  excellent. 

One  may  perhaps  ask :  "  Is  not  such  a 
percentage  unnecessarily  large  ?  "  During 
normal  times  it  undoubtedly  would  be ;  but 
we  must  remember  that  Natal  bore  the 
brunt  of  the  fighting,  and  that,  had  a  rumour 
then  gone  abroad  to  the  effect  that  the  Natal 
Bank  was  weak,  infinite  harm  might  have 
been  done.  To  obviate  such  an  occurrence 
the  bank  very  wisely  kept  itself  exceptionally 
strong  in  its  most  vital  asset,  to  wit,  hard 
cash.  It  recognised  that  the  time  was  not 
one  for  half  measures  ;  and  it  did  what  every 
prudent  banking  company  ought  to  do  when 
the  credit  of  a  country  is  threatened,  viz., 
kept  plenty  of  cash  in  its  safes.  When 
credit  is  bad,  the  banks  of  a  country  should 
be  strong ;  for  if  they  are  not,  and  were  a 
crisis  to  supervene,  both  the  banks  and  their 
customers  would  be  ruined.  Recognising 
this,  the  bank  in  question  took  every  pre- 
caution ;  and,  undoubtedly,  it  did  the  right 
thing.      It  could  not  be  too  strong  when  the 
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Boers  were  in  front  of  Ladysmith,  and  it 
will  probably  trade  very  cautiously  for  some 
years  to  come. 

;^236,5ii  represents  cash  balances  with 
London  bankers  and  other  banks,  and  short 
loans  in  London  against  securities.  These 
give  a  ratio  per  cent,  to  liabilities  of  8*  18. 

Investments  are — 


British,      Indian      and      Colonial 

Government  Securities       .         .    ;^2r7,952 
Railway    Debenture     Stocks    and 

other  Securities  .         .         .  51,108 


^269,060 


These  work  out  at  a  ratio  per  cent,  to 
liabilities  of  9'30.  Perhaps  it  would  have 
been  better  had  the  bank  given  the  amount 
of  its  British  Government  securities  separ- 
ately. However,  the  list  is  divided  into  two 
varieties  ;  and  the  balance-sheet,  as  a  whole, 
is  skilfully  compiled  ;  for  we  really  can,  in 
this  instance,  see  almost  exactly  how  the 
bank  stands.  The  very  fact  is  enough  to 
make  a  person  whose  business  it  is  to  review 
these  balance-sheets  give  thanks,  as  the 
majority  of  them  are  tangled  webs  indeed. 
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The  Company,  on  the  31st  December  last, 
held  ;/^49*49  in  cash  assets  and  good  securi- 
ties to  meet  each  ^100  of  its  pubHc  indebted- 
ness ;  and  there  need  be  no  hesitation  in 
asserting  that  it  is  an  excellent  litde  bank  with 
which  either  to  bank  or  to  deposit.  Why, 
when  times  are  dull,  accept  i  per  cent,  on 
deposit  if  a  strong  little  bank  like  this  will 
give  you  3  ? 

Advances  are  put  down  as — 


Bills  of  Exchange  on  hand     .         .    ;^io6,368 
Bills  discounted,  Loans,  Advances, 

etc 1,521,747 

Specie  commandeered  by  late  S.A.R.        20,700 
Remittances  in  transitu.         .  .        164,914 


;^i, 813,729 


This  works  out  at  a  ratio  per  cent,  of 
6273  to  liabilities;  and,  no  doubt,  as  the 
country  becomes  more  settled,  this  propor- 
tion will  be  considerably  increased,  when 
dividends  will  rise  with  it. 

;^62,072  is  invested  in  bank  premises  and 
property,  pardy  rent-producing,  and  ^^"6155 
in  furniture,  stamps,  and  stationery. 

Thenett  profit,  including  ^12,559  forward, 
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came   to   ^47,484,    and    was    distributed  as 
under — 


10  per  cent,  per  annum  Dividend 

paid  July  1900  .         .         .         . 

^14,211 

10  per  cent,  per  annum  Dividend, 

payable  February  1901 

14,211 

Pension  Fund        .         .         .         . 

1,500 

Forward 

17,562 

^47,484 

For  the  year  ended  December  1899  the 
bank  paid  10  per  cent,  and  2  per  cent,  bonus, 
making  12  per  cent,  in  all;  and  after  the 
present  troubles  in  South  Africa  are  ended, 
we  shall  doubtless  again  see  it  revert  to  the 
old  order  of  things.  Its  prudent  policy  and 
sound  judgment  during  a  trying  period  are 
worthy  of  all  praise. 


[The  National  Bank   of   the  South 
African  Republic,  Limited. 
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THE  NATIONAL  BANK  OF  THE 
SOUTH  AFRICAN  REPUBLIC, 
LIMITED. 

London  Office  :  ']t^  Cornhill,   E.C. 
date. december  31,  i9oo. 

34-80       473      40-68     80-21     75-00     3-33    78-33     87-67 

1895  i8g6  1897  1898  1899  1900 

Highest    .         .         .     I5i  \2l  14I  I4f  15^  12 

Lowest     .         .         .       9t%  lof  ii^  13^  12^  Sjf 

Div.  p.c.  p.a.,  May  .       5  yr.  8  14  12  12 

,,         ,,      Aug.  .6  6  8  8  ID  ... 

110,000  Shares  of  ;^  10  paid.         Liability  equal  to  the  holding. 
Paid-up  Capital,  ;^i,  100,000.     Reserve  Fund,  ^48,900. 

This  bank,  which  was  estabHshed  in  1891 
by  special  resolution  of  the  Volksraad,  pos- 
sesses some  thirty-seven  branches,  thirty-one 
of  which  are  in  the  Transvaal.  The  balance- 
sheet  tells  a  somewhat  sorry  tale  from  a 
domestic  point  of  view ;  for  we  read  that 
certain  directors  have  been   disqualified  by 
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the  military  governor  of  Pretoria,  that  the 
bank  will  have  to  change  its  name,  and  so 
on.  The  penny,  in  short,  came  down  on  the 
wrong  side  ;  and  as  Kruger  is  gone — why, 
long  live  the  King!  The  bank,  like  an 
individual,  will  adapt  itself  to  its  changed 
surroundings.  Life  is  so  short,  and  death  is 
so  certain  ;  and  a  soulless  company  cannot 
afford  to  indulge  in  sentiment  or  in  patriotism. 
Nor  would  shareholders,  who  are  burdened 
with  souls,  approve  of  their  money  being 
flung  away  on  a  lost  cause.  It  is  precisely 
the  same  on  this  side  of  the  water.  How 
human  we  all  are — Boers  and  Britons  ! 

Financially,  the  bank's  position  looks 
strong,  despite  the  trying  times  through 
which  it  has  passed,  and  the  fact  that  its 
current  accounts  and  deposits  are  ;^i, 938,420 
less  than  in  1898.  Indeed,  the  ship  has  been 
skilfully  piloted,  and  it  is  wonderful  that  it 
has  come  through  such  a  storm  so  little 
damaged.  Still,  as  a  rule,  one  does  not 
steal  the  eggs  from  one's  own  nest.  It  is 
more  usual  to  take  them  from  one's  neigh- 
bour's. And  this  time-honoured  custom 
may,  perhaps,  account  for  the  fact  that  the 
National   Bank  was  so  little  pillaged  by  a 
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psalm-singing  nation.  Whatever  one  sings, 
or  to  whomsoever  one  sings  it,  one  asks  for 
the  goods  of  other  people.  We,  in  this 
country,  are  guilty  of  the  same  absurdity  ; 
but  we,  of  course,  are  the  Chosen  Nation ! 
Then,  why  do  we  keep  our  fleet  ? 
Liabilities  to  the  public  are  given  as — 

Notes  in  Circulation          .         .  .;^2 78,558 
Deposit,     Current,     and     other 

Accounts       ....  1,156,640 

Drafts  in  Circulation          .         .  3i)304 


;^i, 466,502 


Cash  is  thus  described — 

On  hand,  with  Bankers,  Bul- 
lion, and  Remittances  in 
transit ^510,467 


The  ratio  per  cent,  to  the  above  liabilities 
is  34"8o  ;  and  a  bank  which  holds  ^34'8o 
in  cash  against  each  ^100  it  owes  to  the 
public  is  simply  splendidly  prepared  to  meet 
the  risks  of  a  banking  business.  Remittances, 
I  take  it,  are  cash  documents ;  but  it  would 
have  been  better  had  their  cash  equivalent 
been  given  separately. 

;if69,400  is  entered  as  "  Money  at  Call  and 
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Short  Notice  against  Securities,"  and  gives  a 
ratio  of  4' 73. 

Investments  are — 


Government,  Railway  and  Muni- 
cipal Securities  and  Obliga- 
tions      ;^547,8oo 

Investment    of    Reserve    Fund 

{What  in?)  ....  48,900 


;^596,7oo 


Here  the  ratio  per  cent,  to  h'abilities  is 
40*68,  and  it  is  hardly  necessary  to  add  that 
the  list  is  badly  compiled.  What  is  the 
amount  of  the  bank's  holding  in  Government 
securities  ?  and  what  is  the  Government — 
the  British,  or  the  late-lamented  S.A.R.  ? 

The  bank's  liquid  assets  come  to  80*21  ; 
and  if  the  above  list  of  securities  be  tangible, 
then  the  Company's  state  of  preparedness  is 
excellent.  The  bank  holds  ;^8o'2i  in  liquid 
assets  to  every  ^100  of  its  public  indebted- 
ness, and  it  is  quite  evident  therefrom,  with 
the  reservation  aforesaid,  that  when  tran- 
quillity is  restored  this  institution  will  be  in 
a  position  to  increase  its  advances,  and, 
consequently,  its  nett  profits.     _ 
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Advances  are — 

Bills    of    Exchange    purchased 

and  current  at  date        .         .  jC3^i344 

Bills  discounted  and  Advances 

to  Customers         .         .         .  1,249,423 


^1,285,767 


These  give  a  ratio  per  cent,  to  liabilities 
of  87*67.  At  first  sight  this  looks  large,  but 
a  glance  at  tlie  bank's  Working  Capital  in- 
stantly reveals  the  situation,  and  it  is  quite 
evident  that  the  bank  can  support  a  very 
much  larger  ratio. 

The  nett  profit  (taken  from  the  "  Report 
of  the  Managing  Director  for  the  Years 
1899  and  1900")  comes  to  ;i^i  11,931  for 
the  two  years  in  question,  and  was  dis- 
tributed as  under — 


5  per  cent,  on  Ordinary  Capital 
of  ;i^i, 000,000  (being  amount 
of  Interim  Dividend  paid  July 
1899)    .         .         •       ..        .. 

Reserve  Fund  (making  it 
;^7o,ooo)      .... 

Pension  Fund  .... 

Balance  forward 

;^5o>ooo 

21,100 

5,000 

35'83i 

;^iii>93i 
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Attention  is  drawn  to  the  fact  that  the 
amount  carried  forward  is  sufficient  to  pro- 
vide a  dividend  of  3  per  cent.,  which  is  not, 
however,  recommended  in  view  of  hostilities 
still  continuinof. 

^^98,505  is  invested  in  premises  and  pro- 
perties in  South  Africa  and  London ;  and 
£id>,jy'j  in  furniture,  stationery,  stamps,  etc. 

Capital  adjustment,  ^98,000,  also  appears 
on  the  credit  side  of  the  balance-sheet  ("for 
which  new  shares  for  ;^  100, 000  are  to  be 
issued  in  lieu  of  founders'  shares,  right  to 
cumulative  dividends,  and  Government's 
right  to  surplus  profits,  as  per  Resolution 
of  Extraordinary  General  Meeting  of  22nd 
March   1899  "). 

Lastly,  we  arrive  at  the  value  of  the  bank's 
shares,  which  are  quoted  at  9I  to  loi;  and 
it  seems  to  me  that,  as  a  speculation,  they 
are  worth,  say,  9.  Deposits  have  shrunk 
rapidly  since  1898,  therefore  the  old  dis- 
tributions are  out  of  the  question  for  many 
years  to  come  ;  but  provided  its  advances 
and  securities  are  all  right,  the  Company 
ought  to  earn,  say,  5  or  5^  per  cent,  per 
annum  pretty  comfortably  when  demand 
sets  in  after  the  war,  for  we  have  seen  that, 
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from  the  figures  in  its  balance-sheet,  it  is  in 
a  position  to  employ  a  much  larger  proportion 
of  its  resources.  It  seems  to  me,  however, 
that  there  are  much  more  promising  African 
bank  shares  than  these. 


ROBINSON    SOUTH    AFRICAN 
BANKING    COMPANY,    LIMITED. 

Head-Office  :    1    Bank   Buildings,   Loth- 
BURY,   London,  E.C. 


date. SEPTEMBER   30,    I9OI. 
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33*67    97'02    20*09  15078  502*48  4'8i  507-29  463*72 

Capital  subscribed  and  fully  paid — 

744,000  Ordinary  Shares  of  ;^4  each      ^^2, 976,000 
6,000  Deferred  Shares  of  ;£4  each  24,000 

;^3,ooo,ooo 


Reserve  Fund  , 


;j{^28,720 
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The  Robinson  South  African  Banking 
Company  has  branches  at  Johannesburg, 
Randfontein,  Cape  Town,  Port  Elizabeth 
and  Paris ;  and  its  list  of  agents  is  much 
too  long  to  be  included  in  this  review  ;  but 
why  the  Company  should  call  itself  a  bank 
is,  perhaps,  a  little  difficult  to  explain  ;  for 
though  it  transacts  a  general  banking  busi- 
ness and  receives  Fixed  Deposits  it  is  hardly 
a  bank  in  the  accepted  sense  of  the  word  in 
this  country. 

For  instance,  ** other  Investments,"  which 
are  given  in  the  balance-sheet  as  /^i,Sy2,/^6i, 
represent,  I  take  it,  the  bank's  holdings  in 
various  estates  and  mines,  which,  though 
doubtless  extremely  valuable  assets,  are 
quite  outside  the  list  of  securities  in  which 
a  banking  company  should  invest.  This 
sum,  therefore,  is  included  with  the  bank's 
advances. 

As  a  bank  the  Company  is  open  to  certain 
objections,  but  as  a  finance  company  the 
ratios  in  the  above  table  clearly  tell  us  that 
its  position  is  an  exceptionally  strong  one. 
I  am  speaking  from  the  point  of  view  of  the 
customer  and  depositor  rather  than  of  the 
shareholder. 
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Liabilities  to  the  public  are  given  as — 

Deposit,  Current  and  other  Accounts  .     jCs^-^^^IS 
Drafts  in   Circulation  .         .         •         .  12,154 

;^597,o27 
Cash  is  thus  described — 
In  hand,  with  Bankers,  and  at  Branches     ^^20 1,050 

This  gives  a  ratio  per  cent,  to  the  above 
liabilities  of  33*67  ;  and  a  bank  which  holds 
^33*67  in  cash  against  each  ;^ioo  of  its 
public  indebtedness  is  evidently  well  pre- 
pared to  meet  those  sudden  demands  which 
make  banking  so  dangerous  a  business. 

^579,272  is  entered  as  "Deposits  with 
Bankers  and  Loans  on  Securities  at  Short 
Notice."  The  said  sum  works  out  at  a  ratio 
per  cent,  to  liabilities  of  97*02. 

Investments  are — 

Consols      (^112,500)      and      Indian 

Government   Securities    .         .         .     ;^i  20,000 

Here  the  ratio  is  20*09  !  ^^^^  ^^e  list  could 
not  be  a  stronger  one  or  better  adapted  to 
the  requirements  of  a  banking  institution. 
Naturally,  when  a  company  possesses 
securities    of  this    description    it   advertises 
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the  fact  in  its  balance-sheet.  Had  the  list 
been  a  weak  one  some  banks  would  have 
described  it  thus :  "  Consols  and  other 
Securities."  Accountants  are  quite  prepared 
to  sign  such  evasive  statements  for  a  fee. 
They  are  eminently  human  in  that  respect. 

The  bank,  then,  on  the  30th  September 
last,  held  ^15078  in  cash  assets  and  gilt- 
edged  securities  to  meet  each  ^100  it  owed 
to  the  public  ;  and  it  is  only  fair  to  say  that 
there  is  not  a  single  bank  in  this  country 
that  affords  its  customers  so  liberal  a 
guarantee.  The  Robinson  Bank  could 
meet  any  run  that  might  be  made  upon 
it  without  an  effort.  It  could,  in  fact,  pay 
off  every  penny  of  its  public  indebtedness, 
and  then  tranquilly  proceed  with  its  busi- 
ness. But  I  do  not  believe  that  it  will 
ever   become   a  gfreat  bankino-    institution. 

A  bank  should  confine  its  attention  to  the 
business  of  a  banker,  whose  policy  it  is  to 
avoid  estates  ;  because,  if  a  bank  invest 
largely  in  them,  a  time  is  almost  certain 
to  come  when  they  will  prove  a  drain  upon 
its  resources.  The  Australian  banks  made 
the  experiment  and  paid  the  penalty.  In 
the  present  instance  the  depositor  is  amply 
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secured ;   but   the   shareholder's  position,   of 
course,   is  more  speculative. 
Advances  are — 

Bills  of  Exchange  purchased        .        .  ;^i53>303 
Bills    discounted    and    Advances     to 

Customers        .....  742,814 

Other  Investments       ....  1,872,461 

^2.768,578 

Here  we  find  a  ratio  per  cent,  to  liabilities 
of  46372,  which  the  bank's  huge  Paid-up 
Capital  enables  it  to  support  easily. 

^24,186  is  invested  in  premises,  and 
^328  in  stamps. 

The  nett  profit  for  the  year,  including 
^28,423  forward,  came  to  ^67,668,  which 
was  distributed  in  the  following  manner — 

i^  per  cent,  on  Ordinary  Shares  free  of 

Income  Tax       .....     ^£^37,200 
Balance  forward 30,468 

;^67,668 

For  the  year  ended  September  1900,  the 
nett  profit  came  to  ^177,223,  and  a  dividend 
of  5  per  cent,  was  declared ;  but  this  only 
emphasises  the  assertion  that  the  Company 
makes  more  profit  on  its  "  other  Invest- 
ments "  than    from  its  banking  business. 
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Finally,  we  arrive  at  the  value  of  the 
shares  and  the  position  of  the  shareholder, 
who,  I  think,  should  look  upon  this  Com- 
pany as  a  financial,  rather  than  as  a  banking, 
institution.  Perhaps  it  would  be  more 
correct  to  say  that  it  combines  both  busi- 
nesses ;  but  its  public  indebtedness  is,  com- 
paratively speaking,  small,  and  the  Company 
relies  upon  its  large  capital  of  ^3,000,000 
for  trading  purposes. 

The  ratio  per  cent,  of  capital  to  public 
liabilities  works  out  at  502*48  ;  and  no  insti- 
tution, which  derived  its  profits  solely  from 
a  banking  business,  could  pay,  say,  8  per 
cent,  upon  so  large  a  proportion.  Indeed,  I 
question  whether  it  could  pay  more  than  5 
or  6  during  the  best  of  times.  It  follows, 
therefore,  that  the  ordinary  shareholders  of 
the  Robinson  Bank  will  never  see,  say,  20 
per  cent,  for  their  money  as,  in  every  proba- 
bility, will  those  of  the  Standard  Bank  at 
some  future  date. 

But  "other  Investments"  came  to 
/^i,Sy2,^6i  ;  and  here,  I  take  it,  is  the 
source  whence  dividends  will  come.  South 
African  land  and  finance  companies  are 
undergoing    a   period   of  acute    depression, 
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and  not  many  of  them,  I  venture  to  assert, 
can  publish  such  a  strong  balance-sheet  as 
the  Robinson  Bank,  whose  resources  are 
plentiful. 

It  kept  itself  strong  at  a  critical  moment 
and  waited,  and  it  is  only  reasonable  to 
assume  that,  when  the  boom  does  come 
after  the  peace,  "  other  Investments  "  will  add 
to  the  profits  of  the  Company  very  consider- 
ably ;  but  this  is  not  banking. 

The  shares  are  now  quoted  at  3  to  3^, 
and  at  anything  under  4  they  look  a  dis- 
tinctly promising  speculation.  But  I  will 
never  believe  that  a  bank  of  this  description 
can  pay  steady  dividends  ;  and,  were  I  lucky 
enough  to  hold  shares  during  a  boom  in 
financial  wares  South  African,  when  I  saw 
a  good  margin  of  profit,  I  would  sell  my 
shares  and  take  it. 

Undoubtedly,  the  shares  should  be  held 
at  the  moment ;  for  the  position  of  the 
Robinson  Bank  is  sound — enviable  even ; 
and  it  is  almost  certain  to  share  in  the 
expected  trade  activity  after  the  war,  but  it 
is  as  well  to  bear  in  mind  that  this  institution 
is  not  a  bank  in  the  sense  that  the  Standard 
Bank  is. 
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THE     STANDARD     BANK    OF 
SOUTH  AFRICA,  LIMITED. 

Head-Office  :  10  Clement's  Lane,  London, 
E.C. 

date. JUNE    30,     1 90 1. 
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23-88 

13-98 

21-37 

59-23    6-26 

6-14 

12-40     53-28 

Average 

1891    1892 

1893   1894 

189s 

1896    1897 

1898 

1899    ' 

1900     Divi- 

Highest, 

•  551    54l 

56i  56^ 

66 

(>7h    671 

71 

72 

72I  dend. 

Lowest, 

•  49i    49i 

47i  504 

55i 

52^    57^ 

61 

50 

55i 

Div.  %  p.  a. 

April,  . 

14      14 

14     14 

14 

16      16 

16 

16 

16 

Oct.,    . 

14      14 

14     14 

16 

16      16 

16 

16 

16  is^% 

5o,ocx3  Shares  of  £ 

100  1 

each,  and  ;i^25  paid. 

Paid- 

up  Capital,  ;f  1,250,000. 

Reserve  Fund,  ;^i,225,ooo. 

The  Standard  Bank  was  established  in 
1862,  so  it  is  exactly  thirty-nine  years  old, 
and  is,  as  banks  go,  in  its  youth — a  vigorous 
youth,  too.  It  possesses,  besides  its  head- 
office,  102  branches,  of  which  72  are  in  the 
Cape  of  Good  Hope,  8  in  Natal,  12  in  the 
Transvaal,   and   5   in   Rhodesia,   etc.       The 
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bank,  which  has  always  been  distinguished 
by  prudent  government,  has  accumulated 
deposits  very  rapidly,  and  a  glance  at  the 
ratios  given  above  tells  us  plainly  enough 
that  it  is  as  safe  as  the  best  of  the  English 
banking  companies. 

Liabilities  to  the  public  are  stated  as — 

Notes  in  Circulation  ....  ;}^  1,303, 45  2 
Deposits,  Current  and  other  Accounts  17,761,251 
Drafts  and  Acceptances  under  Credits  §78)937 


^19,943,640 


Cash  assets  are- 


Cash  in  hand  and  with  Bankers  .         .    ^4,614,783 
Native  Gold  in  hand  ....  148,548 

^4,763,331 


These  show  a  ratio  per  cent,  to  the  above 
liabilities  of  23*88 — a  strong  proportion. 

^2,788,212  is  described  as  "  deposits  with 
bankers  and  loans  on  securities  at  short 
notice,"  and  works  out  at  a  ratio  per  cent,  of 
13-98. 

Investments  are  thus  described — 

Consols,  Treasury  Bills,  Colonial 
Government  and  Municipal  and 
other  Securities  (including  Deposits 
with  the  Cape  Government)  .         .     ^^4, 263, 7 10 
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Here  we  find  a  ratio  per  cent,  to  liabilities 
of  2 1 '37.  It  would  have  been  more  busi- 
ness-like had  the  bank  particularised  these 
assets  in  the  balance-sheet,  as  one  could  then 
have  learned  the  precise  value  of  this  large 
sum  to  a  banking  company ;  whereas, 
arranged  in  the  foregoing  manner,  one 
cannot  tell  what  proportion  is  invested  in 
Consols,   and  so  on. 

As  to  the  bank's  position — it  is  undoubted. 
Not  only  is  it  the  largest,  but  it  is,  perhaps, 
the  strongest  bank  in  South  Africa.  It  held, 
in  June  last,  /iS9'^3  ^^  liquid  assets  to  meet 
each  ^100  it  owed  to  the  public,  and  we 
need  hardly  remark  that  both  its  depositors 
and  shareholders,  on  such  a  showing,  can 
regard  the  future  with  equanimity. 

Advances  are — 

Bills  of  Exchange       ....  ^^4, 609, 740 

Bills  discounted  and  Current  Ac- 
counts (including  ^151,481  com- 
mandeered by  the  late  S.A.R.)         .  5,471,002 

Remittances  m  transitu      .         .         .  546,670 

^10,627,412 

These  give  a  ratio  per  cent,  to  liabilities 
of  53*28,  and,  needless  to  say,  during  normal 
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times,  the  bank  can  safely  support  a  con- 
siderably larger  ratio  than  this. 

;^2o6,5io  is  invested  in  bank  property, 
premises  and  furniture,  and  ^10,680  in 
stamps,  etc. 

The  followinof  sum  will  show  us  at  what 
price  its  shares  should  be  bought  to  return, 
capitalised  on  a  basis  of  15^  per  cent.,  a 
probable  average  dividend  of  5  per  cent,  to 
the  purchaser — 

'-^^  =77i. 

Their  present  price  is  y;^  to  75  ;  and,  in  my 
opinion,  they  are  well  worth  it.  Should  they 
fall  below  70,  then,  as  a  speculative  invest- 
ment, they  are  decidedly  worth  attention ; 
for,  in  spite  of  the  war,  the  bank  declared  its 
usual  dividend  of  16  per  cent,  in  October  last, 
besides  adding  £^0,000  to  various  funds,  and 
carrying  forward  ^46,081  ;  so  it  was  by  no 
means  hard  pressed  to  support  normal  dis- 
tributions. 

It  has  a  splendid  Reserve  Fund  ;  and, 
further,  it  pays  upon  a  small  ratio  of  Paid-up 
Capital  to  liabilities,  to  wit,  6 '26 ;  con- 
sequently, it  can  distribute   large  dividends 
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with  ease  ;  and  seeing  that,  when  the  war  is 
over,  it  will  certainly  employ  more  of  its 
resources,  in  every  probability,  given  a  few 
prosperous  years,  its  dividends  will  touch  18 
and  even  19  per  cent. 

I  do  not  say  that  its  shares  will  not  recede 
further;  because,  at  the  moment,  markets  are 
so  unsettled,  and  liable  to  give  way  on  the 
most  absurd  rumours;  but  if  these  shares  drop 
below  70,  they  should  be  bought.  As  it  is, 
they  are  well  worth  holding.  In  fact,  they 
should  be  held ;  for  the  bank  has  not  paid  its 
highest  dividend  yet.  Fortunate  indeed  were 
those  people  who  bought  at  2,3  in  1885. 


CHAPTER    XI 

INDIAN     BANKS     IN     LONDON 

CHARTERED    BANK    OF    INDIA, 
AUSTRALIA,  AND  CHINA. 

Head-Office  :     Hatton    Court,    Thread- 
needle  Street,  London. 


DATE. DECEMBER     3  I,      I9OO. 
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The  Chartered  Bank,  which  was  estab- 
lished in  1853,  possesses  some  twenty-two 
branches  and  agencies.  LiabiHties  to  the 
pubHc  are  entered  in  the  balance-sheet  as — 

Notes  in  Circulation        ....  ^^^^4,684 

Current  Accounts 4,598,239 

Fixed  Deposits 4,577,032 

Drafts  on  demand  and  at  short  sight  on 

Head-Office  and  Branches  .         .         .  988,731 

Drafts  on  London  and  Foreign  Bankers  .  956,308 

Loans  payable  against  Securities      .         .  697,621 

Due  to  Agents  and  Correspondents          .  33,829 

Sundry  Liabilities  .....  44,134 


;^i2,63o,578 


Cash  assets  are  thus  described — 

Cash  in  hand  and  with  Bankers       .         .  ;^2, 726,023 
Bullion 734,537 


^^3,460,560 


These  show  a  ratio  per  cent,  to  the  above 
liabilities  of  27*39 — an  excellent  proportion, 
especially  when  one  takes  into  consideration 
that  the  bank's  "fixed  "  deposits  are  almost 
as  large  as  its  current-account  balances. 
Still,  it  would  be  interesting  to  learn  how 
much  cash  the  bank  has  in  its  safes,  and  how 
much  with  bankers. 

Y 
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Investments  are — 

Government  and  other  Securities    .         .  ;^737,469 
Security  lodged  against  Note  Issues  and 

Government  Deposits  .         .         .      587,495 


;^i, 324,964 


Here  we  find  a  ratio  per  cent,  to  liabilities 
of  10*49.  But  surely  the  public  is  entitled  to 
a  more  intelligible  statement  than  the  above. 
Has  the  bank  ;if  100  or  ;^5oo,ooo  invested  in 
Government  securities ;  and  what  are  "other 
Securities "  ?  It  is  absurd  to  compile  a 
balance-sheet  in  this  vague  fashion.  The 
depositor,  naturally  enough,  wants  to  know 
what  security  the  bank  affords  him  against 
loss ;  and  it  will  puzzle  him  to  ascertain 
where  its  money  is  invested  from  a  crude 
statement  of  this  description. 

The  second  item,  we  see,  is  hypothecated 
to  the  Government,  which,  therefore,  is  a 
preferential  creditor  to  that  extent ;  so  the 
sum,  strictly  speaking,  cannot  be  called 
liquid,  because  the  bank  would  have  to  pay 
off  its  indebtedness  to  the  Government 
before  it  could  realise  the  said  security. 
Again    what  is  the  nature  of  the  security  ? 
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"  Security,"  in  a  balance-sheet,  seems  a  little 
vague. 

The  bank,  then,  possesses  ^37 '88  in 
cash  assets  and  *'  Government  and  other 
Securities"  to  meet  each  ;^ioo  of  its  lia- 
bilities to  the  public ;  and,  taking  into 
consideration  the  large  percentage  of  cash 
in  this  ratio,  its  position  looks  sound — strong 
even. 

But  the  Company  has  incurred  a  liability 
on  bills  of  exchange  re-discounted  to  the 
extent  of  ^4,948,618,  of  which,  up  to  this 
date,  ;^3.835'572  has  run  off. 

On  the  31st  December  1900,  I  take  it,  the 
bank  was  liable  on  re-discounts  to  the  tune 
of  ;^ 1, 1 13,046,  and  it  had  hypothecated 
securities  for  an  additional  £6()y,62i.  Now, 
suppose  a  crisis  had  occurred  in  India  during 
December.  Would  not  these  re-discounted 
bills  have  seriously  hampered  the  Chartered 
Bank  in  its  endeavour  to  meet  it  successfully  ? 
It  is  quite  probable  that,  during  a  time  of 
bad  credit,  the  bank  might  be  called  upon 
to  meet  a  certain  proportion  of  these  bills  ; 
and  it  seems  to  me  that  the  practice  of 
re-discounting  should  be  kept  well  within 
limits. 
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This  liability,  to  my  mind,  is  a  little  dis- 
quieting ;  and  both  customers  and  share- 
holders would  be  much  better  protected  were 
it  very  appreciably  reduced. 

Advances  are — 

Bills  of  Exchange       .         .         .     ;^4,424,  loo 
Bills  discounted  and  Loans         .         4)518,357 


p{;8,942,457 


These  show  a  ratio  per  cent,  to  liabilities 
of  70-80. 

The  nett  profit  for  the  year  and  amount 
forward  came  to  ^161,532,  and  was  dis- 
tributed as  under — 

10  per  cent,  per  annum  to  30th  June  ^40,000 

Bonus  to  Staff       ....  10,000 
10   per   cent,   per  annum  to  31st 

December          ....  40,000 

Reserve  Fund        .         .         .         .  50,000 

Forward        .....  21,532 


^161,532 


It  is  evident  from  this  that  the  bank  is  not 
distributing  dividends  up  to  the  hilt.  In- 
deed, it  could  have  paid  17  per  cent,  for  the 
year  had  it  liked,  but  it  very  wisely  pre- 
ferred to  strengthen  its  Reserve  Fund  to  the 
extent  of  jif  50,000 ;    and  the   bonus  to  the 
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staff  will  doubtless  be  much  more  appreciated 
than  the  senseless  votes  of  thanks  which  are 
indulged  in  by  bank  directors  in  this  country. 
Meat  without  grace  is  infinitely  more  desir- 
able than  grace  without  meat — especially  to 
a  hungry  man. 

The  following  sum,  based  on  the  average 
distribution  for  the  last  ten  years,  will  show 
us  at  what  price  the  bank's  shares  should  be 
bought  in  order  to  return  a  probable  average 
dividend  of  5  per  cent,  on  the  purchase 
money  : — 

8077  X   20  2 


5 

Based  on  a  dividend  of  10  per  cent.,  the 
sum  would  give  40  as  the  answer,  which, 
perhaps,  is  nearer  their  present  value,  as  the 
dividend  for  the  year  ending  1901  will  pro- 
bably exceed  10  per  cent.  As  a  speculation 
the  shares  look  worth  buying  at  about  35 
or  so. 

Indian  banking  does  not  seem  so  profit- 
able as  English  banking.  The  bank  in 
question  has  a  ratio  per  cent,  of  capital  to 
liabilities  of  only  6'33,  yet  its  dividends  are 
not  proportionately  large,  though,  as  has 
been  shown,  it  could  have  paid  17  per  cent. 
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last  year,  and  speculators  might  bear  that 
fact  in  mind. 

The  London  City  and  Midland  on  a 
ratio  of  6-66  paid  18^  per  cent.  ;  the  South- 
western on  a  ratio  of  675  paid  16  per  cent.  ; 
and  the  London  and  Westminster  on  10*40 
paid  16  per  cent. 

This  seems  the  strongest  of  the  Indian 
banks ;  but  I  myself  would  rather  deposit 
with  a  sound  African  or  Australian  com- 
pany, which  has  not  such  heavy  liabilities 
on  re-discounts. 

DELHI    AND    LONDON    BANK, 
LIMITED. 

Head -Office:     Royal    Bank    Buildings, 
123  Bishopsgate  Street  Within,  E.G. 

date. — JUNE  30,    1 90 1. 
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The  Delhi  and  London  Bank  has  some 
five  branches  in  India,  and  the  above  ratios 
indicate  clearly  enough  that  but  little  can  be 
said  in  its  favour. 

Liabilities  to  the  public  are  given  as — 

Current  and  Deposit  Accounts  with 
Accrued  Interest,  and  Circular 
Notes ;^i,2i5,244 

Bills  payable        ....  2,203 

Loans  on  Security        .         .         .  52,000 

Balances  between  Head-Office, 
Branches  and  Agencies,  Ex- 
change Accounts,  etc.       .         ,  40,403 


;^i, 309,850 


The  bank,  we  can  see,  has  borrowed 
^52,000  against  securities,  which,  we  are 
told,  appear  opposite  in  the  balance-sheet. 
This  sum,  I  take  it,  has  been  borrowed  on 
bills  of  exchange,  not  upon  the  investments 
of  the  Company. 

Cash  is  put  down  as — 

In  hand  at  the  Head-Office  and 
Branches,  and  with  the  Com- 
pany's Bankers  .         .         .    ^1^101,843 

This  works  out  at  a  ratio  per  cent,  to  the 
above  liabilities  of  777.  The  bank,  then,  at 
June  last,  held  only  £^'11  iri  cash  to  meet 
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each  ^loo  it  owed  to  the  public:  and  were 
777  multiplied  by  two,  it  seems  to  me  that 
the  result  would  be  too  small.  How  could 
a  credit  bank  possibly  meet  a  run  or  a  per- 
sistent withdrawal  of  deposits  with  so  small 
an  amount  of  cash,  and  how  could  it  possibly 
face  a  crisis  were  it  caught  with  so  small  a 
percentage  ?  It  seems  to  me  that  the  Com- 
pany should  increase  this,  its  most  vital  asset, 
to  at  least  ;^2oo,ooo. 
Investments  are — 


Government  Securities   .         .         .     ;^7 1,528 
Other    Securities,    including    Bills 

purchased i3)59i 


;^85,ii9 


This  total  gives  a  ratio  per  cent,  to  public 
liabilities  of  6"49.  Bills  purchased,  however, 
in  times  of  stress,  would  hardly  prove  a  liquid 
asset,  and  it  would  have  been  better  had  the 
bank  stated  their  cash  equivalent  separately 
in  the  balance-sheet. 

At  June  last  the  Company  possessed 
£i/\.'26  in  liquid  assets  to  meet  each  ^100 
of  its  public  indebtedness.  Surely  this  is 
trading  much  too  near  the  line.      It  seems 
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to  me  that,  taking  into  consideration  the  fact 
that  a  bank's  very  existence  may  one  day 
depend  upon  its  abiHty  to  liquidate  a  certain 
proportion  of  its  public  liabilities  speedily,  no 
banking  company  can  afford  to  hold  less  than 
from  ^30  to  ^35  in  liquid  assets  against 
every  ^100  it  owes  to  the  public,  even 
though  its  deposits  be  fixed. 
Advances  are — 


Loans  and  Advances  to  Cus- 
tomers on  Government  and 
other  Securities,  and  other 
Accounts,  including  Bills 
under  discount     .         .         .      ;^i,433>395 


This  works  out  at  a  ratio  per  cent,  to 
liabilities  of  109*43  —  ^  proportion  which 
indicates  pretty  clearly  that  the  bank  is 
trading  with  too  large  a  percentage  of  its 
deposits. 

Contingent  liability  on  bills  receivable  re- 
discounted  is  given  as  jC^3,3^^,  of  which,  up 
to  this  date,  ^28,825  has  run  off. 

The  nett  profit  for  the  half-year  amounted 
to  ;i^8798,  which,  added  to  the  balance  for- 
ward of  ;^54o6,  came  to  ;^  14, 204,  and  was 
apportioned  as  follows  : — 
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4  per  cent,  per  annum,   free  of 

Income  Tax  ....  ^6,752 

I'o  Doubtful  Debt  Account         .  2,000 

Balance  forward          .         .         .  5)452 


^14,204 


The  bank  has  no  Reserve  Fund  ;  its  liquid 
assets  are  noticeably  small,  and,  the  auditors 
say  in  their  certificate  : — 

"  There  are  various  irreofular  accounts  in- 
eluded  in  the  Assets,  the  Losses  on  which 
have  not  yet  been  realised.  It  is  estimated 
that  a  provision  of  ;^  19,000  will  be  necessary 
to  provide  for  the  eventual  losses  thereon. 
This  provision  has  still  to  be  made." 

The  italics  are  my  own.  Here  is  a  bank, 
then,  without  a  Reserve  Fund,  which  has  to 
provide  a  sum  of  ^19,000  to  cover  estimated 
losses  ;  and  yet,  in  the  face  of  this,  it  declares 
a  dividend  of  4  per  cent,  per  annum.  Surely 
this  is  not  prudent.  The  Company  is  only 
putting  off  the  inevitable  ;  and  if  its  directors 
be  wise  they  will  immediately  cease  distribu- 
tions, and  set  to  work  to  increase  the  bank's 
liquid  assets,  and  to  accumulate  the  ;^  19,000 
in  question,  with  the  money  which  they  are 
now  paying  away  to  the  members. 

As  to  the  value  of  the  shares — the  less 
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said  about  that  the  better ;  though,  perhaps, 
it  is  as  well  to  remind  the  members  that  it  is 
one  thing  to  hold  shares  in  a  bank  which 
keeps  ;^40  in  liquid  assets  against  each 
;^ioo  of  its  public  liabilities,  and  quite 
another  to  be  interested  in  a  company 
which  possesses  only  ;^i4"26.  If  this  policy 
of  drift  continue,  the  future  of  the  bank  will 
be  jeopardised,  and  it  seems  that  the  Com- 
pany should  increase  its  capital  without 
delay.  Of  course,  the  depositor  must  bear 
these  facts  in  mind. 

MERCANTILE    BANK    OF   INDIA, 
LIMITED. 

Head-Office  :   40  Threadneedle   Street, 
London,  E.C. 

date. — DECEMBER    3  I,     I  QOG. 
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Shares  and  30,000  "  B  "  Shares  of  ;^25  each,  and 
;^i2i  paid, 
raid-up  Capital,  ;(^562,500.     Reserve  Fund,  ^{^40,000, 
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The  Mercantile  Bank  of  India,  which 
was  estabHshed  in  1892,  possesses  twelve 
branches,  and  the  above  ratios  seem  to 
indicate  that  it  is  in  a  fair  state  of  pre- 
paredness, though  they  hardly  denote 
strength. 

Liabilities  are  put  down  in  the  balance- 
sheet  as — 


Current    Accounts    and    Fixed 

Deposit  Accounts 

£-^ 

,614,110 

Drafts     on     London     Bankers 

against  Cash  and  Securities   . 

56,156 

Drafts     on    Head  -  Office    and 

Branches       .... 

227,683 

Drafts  on  Continental  Bankers 

and  other  Agents  . 

1,762 

Loans  payable  against  Securities 

785,455 

Sundry  Accounts  (including  Re- 

bates)    

1 10,049 

^2 

.795.215 

The  bank  appears  to  have  borrowed  the 
large  sum  of  ;^785,455  against  securities. 
The  said  securities,  I  suppose,  are  bills  of 
exchange  purchased  and  hypothecated,  and 
it  seems  to  me  that  such  an  item  is  a  most 
undesirable  one  upon  the  debit  side  of  a 
bank's  balance-sheet.  Fortunately,  our  own 
banks  do  not  pledge  their  securities  (bills  .'*) 
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in  this  fashion  ;  but  here  is  a  bank  which 
has  borrowed  upon  securities  to  the  extent 
of  almost  half  its  current  accounts  and 
deposits.  Surely  this  is  not  banking !  It 
seems  to  me  that  this  Company  does  a  bill- 
broker's  business  as  well  as  a  banker's,  and 
no  banking  company  can  afford  to  pledge 
and  re-discount  its  bills  to  the  tune  of 
;^i,582,39i  when  its  deposits  only  amount 
to  2^1,614,110.  How  would  it  discharge 
its  liabilities  during  a  crisis,  when  the  said 
bills,  perhaps,  could  not  be  met  by  the 
acceptors?  Indian  banking  seems  to  me 
a  risky  business.  It  must  be  when  the 
banking  companies  combine  the  trades  of 
bill-brokers  and  bankers.  Surely  a  bank 
should  limit  its  liability  on  re-discounts  to 
at  least  one-fifth  of  its  deposits. 
Cash  assets  are — 

Cash  in  hand  ....  ^103,512 
Cash  at  Bankers  ....  149.025 
BuUion 149.901 


^402,438 


This   gives   a   ratio    per   cent,    to   public 
liabilities  of  i4'39 — a  fairly  good  proportion. 
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Investments  are — 

Indian  Government  Rupee  Paper     ;^294,558 
Indian  Government  Sterling  Stock 
and    Guaranteed    Railway    De- 
bentures   112,518 

Other  Securities    ....  35>866 


^442,942 


The  ratio  percent,  to  liabilities  is  i5"84, 
and  the  bank's  total  liquid  assets  amount  to 
30'23.  The  Company,  then,  at  December 
1900,  held  ;^30"23  in  cash  and  securities  to 
meet  each  ;^ioo  it  owed  to  the  public — a 
position  which  is  neither  weak  nor  strong. 
Seeing  the  extent  of  the  bank's  liabilities 
upon  hypothecated  securities  and  re-dis- 
counted bills,  its  cash  in  hand  ought  to  be 
considerably  augmented,  whilst  its  liquid 
assets  appear  insufficient  as  an  insurance 
fund  against  the  risks  of  a  bill-broking  and 
banking  business. 

Contingent  liability  on  bills  receivable 
re-discounted  is  given  as  ;^2, 404,405,  of 
which  up  to  this  date  ^1,607,469  has  run 
off.  Forward  exchange  contracts  out- 
standing for  purchase  and  sale  of  bills 
and   telegraphic  transfers,  ^1,782,109.      Of 
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course,   these   items  do  not   appear   in    the 
balance-sheet,  but  are  given  in  the  form  of 
notes  thereupon. 
Advances  are — 

Bills  receivable  .         .         .     ;^i,35S)iS5 

Bills  discounted         .         .         .  74)534 

Loans  receivable  and  Advances .         1,042,079 


;^2,47  1,798 


The  ratio  per  cent,  to  Habilities  is  88'42 
— a  proportion  which  seems  to  indicate  that 
the  Company  is  trading  with  too  large  a 
percentage  of  its  deposits. 

The  nett  profit  for  the  year,  including 
;!^i 2,094  forward,  amounted  to  .^47,937*  ^ind 
was  distributed  as  follows  : — 

5    per    cent,    per   annum    on    A 

Shares  to  30th  June  .         .         .  ;^4,687 

Reserve  Fund        ....  10,000 

5  per  cent,  per  annum  on  A  Shares 

and  4  per  cent,  on  B  Shares       .  19,688 

Forward i3'562 


;^47.937 


The  Reserve  Fund  is  much  too  small  ; 
and,  no  doubt,  accretions  will  be  made  to 
it  year  by  year.     Nor  do  the  shares  look 
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promising  as  a  speculation,  whilst  depositors 
can  find  other  banks  with  larg-er  reserves 
of  liquid  assets  and  smaller  contingent 
liabilities. 


NATIONAL    BANK    OF    INDIA. 
LIMITED. 

Head-Office  :    47  Threadneedle  Street, 
London,  E.G. 

date. — JUNE  30,   1901. 
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18-31     IO-22     28-53       5*96       4'47      10-43     80-92 

Shares,  £2$,  and  ;^I2,  los.  paid. 

Paid-up  Capital  (held  in  Sterling),  ;^500  000. 

Reserve  Fund,  ^£"375,000. 

The  National  Bank  of  India,  which  was 
established  in  1863,  possesses  some  eighteen 
branches ;  and  the  above  table  shows  us  that 
its  liquid  assets  are  not  abundant. 
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Liabilities  to  the  public  are  given  in  the 
balance-sheet  as — 


Current    Accounts    and     Fixed 

Deposit  Accounts  .  .  .  ;^6, 130,441 
Loans  payable  against  Securities  i,  190,000 
Drafts     on     Head  -  Office    and 

Branches        ....  749,519 

Branch      Drafts      on      London 

Bankers  against  Securities       .  i7)257 

Sundry   Adjustments  and  other 

Accounts  (including  provision 

for  bad  and  doubtful  Debts)  .  297,051 


^8,384,268 


Bills  receivable  re-discounted  come  to 
;^4, 453,866,  of  which  up  to  this  date 
;^3,o8i,49i  has  run  off.  Forward  con- 
tracts outstanding  for  the  purchase  and 
sale  of  sterling  bills  and  telegraphic 
transfers,  ^2,604,380. 

The  bank,  then,  has  hypothecated 
^1,190,000  of  securities  (bills  of  ex- 
change?), and,  at  June  last,  it  was  liable  on 
re-discounts  to  the  tune  of  ^1,372,375. 
Seeing  that  its  liquid  assets  only  represent 
^28-53  to  each  ^'100  of  its  public  liabilities, 
it  is  questionable  whether  the  Company  can 
afford    to   pledge    its    securities    and    incur 

z 
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liabilities   on   re-discounted  bills   to  such  an 
extent. 

Cash  is  thus  described — 

On  hand,  at  Call,  and  with  Bankers     .  ^^i, 233, 02 7 
Bullion  on  hand  and  in  transit    .         .  302,902 


;^i>535>929 


These  show  a  ratio  per  cent,  to  public 
liabilities  of  18*31 — a  good  proportion. 
But  what  percentage  of  the  first  item  is  at 
call  ?  And  is  it  with  the  bankers  or  the 
bill  -  brokers  ?  Of  course  a  really  well- 
compiled  balance-sheet  gives  the  cash  in 
hand,  call  money  and  balances  with  bankers 
separately,  but  the  Indian  banks  appear  as 
fond  of  lumping  these  various  assets  together 
as  are  our  own.  Certainly  their  trading 
cannot  be  called  exactly  prudent. 
Investments  are — 

Consols,  Indian  Government  Guaranteed 
Debentures,  and  other  Government 
Securities  (of  which  ;^  10,000  is  lodged 
with  Bank  of  England  as  Security  for 
Government  Accounts)        .         .         .;^42g,3i8 

Indian  Government  Rupee  Securities      .      428,068 


^857,386 


Here   the  ratio   per  cent,  to  liabilities   is 


National  Bank  of  India  355 

io'22.  The  bank,  then,  at  June  last,  held 
^28*53  in  liquid  assets  to  every  ;^ioo  of 
its  public  indebtedness ;  and  seeing  that 
over  one  million  pounds  of  its  securities  are 
hypothecated,  and  that  its  liability  on  re- 
discounted  bills  is  considerable,  surely  ^^40 
in  liquid  assets  to  each  /^loo  of  its  liabilities 
would  only  afford  reasonable  protection  to 
its  customers  and  depositors.  Why  does 
not  the  National  Bank  of  India  increase  its 
Paid-up  Capital  ? 
Advances  are — 

Bills  of  Exchange        ....  ;^2, 424,858 
Discounts,      Loans     receivable,     and 

other  Sums  due  to  the  Bank  .       4,359,829 


^6,784,687 


These  show  a  ratio  per  cent,  to  liabilities 
of  80*92,  which  seems  to  indicate  that  the 
bank  is  trading  with  too  large  a  proportion 
of  its  deposits.  Indeed,  its  bills  and  advances 
are  in  excess  of  its  current  accounts  and 
deposits  ;  and  a  bank,  to  keep  itself  well 
prepared  against  accidents  under  such  con- 
ditions, would  require  a  very  much  larger 
amount  of  Working  Capital  than  this  institu- 
tion possesses. 
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^87,120  is  invested  in  house  property  and 
furniture. 

The  nett  profit  for  the  half-year,  including 
^31,331  forward,  came  to  ;^83,56o,  and  was 
distributed  as  follows  : — 

10  per  cent,  per  annum,  free  of  Income 
Tax      .         .         .         .         .  .  p^25,ooo 

Reserve  Fund  (making  it  ^375,000/         .      25,000 
Balance  .......      33,560 


^83,560 


The  ratio  per  cent,  of  Paid-up  Capital  to 
liabilities  is  only  5*96,  consequently  large 
dividends  are  possible ;  and  we  can  see 
from  the  Profit  and  Loss  Account  that  the 
bank  could  have  paid  a  much  higher 
dividend  had  it  not  very  wisely  added 
^25,000  to  the  Reserve  Fund.  So  if  the 
Company  have  taken  risks,  which  seem 
undesirable  from  a  banking  point  of  view, 
it  has  not  been  guilty  of  the  folly  of  paying 
away  huge  dividends,  and  thereby  raising 
the  price  of  its  shares  out  of  all  proportion 
to  their  intrinsic  value.  This,  at  least,  can 
be  said  in  its  favour,  but  the  fact  does  not 
vitiate  my  previous  conclusions.  It  rather 
seems   to   indicate  that  the  directors   them- 
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selves  are  aware  of  the  risk  they  are  running 
in  maintaining  so  small  a  ratio  of  liquid  assets 
to  liabilities.  Nor  is  there  any  gainsaying 
the  fact  that  there  are  stronger  banks  for 
depositors  than  the  National  Bank  of  India. 

Remarks 

It  will  probably  be  said  that  my  reviews 
of  the  Indian  banks  are  not  pleasant  reading, 
and  such  is  undoubtedly  the  case ;  but  I 
think  that  the  comment  is  fair  and  just. 
At  the  moment,  when  trade  is  moderately 
good,  there  is  not  much  danger  ;  but  could 
some  of  these  banks,  had  India,  like  Australia, 
to  face  a  crisis,  come  through  it  safely  ? 

Bills  of  exchange,  which  are  met  at 
maturity  now,  would  then  be  very  doubtful 
assets  ;  and  remembering  the  huge  liabilities 
of  these  banks  on  the  said  class  of  security 
and  the  smallness  of  their  liquid  assets,  there 
seems  little  doubt  that,  were  India  to  experi- 
ence a  crisis  like  that  of  1893,  the  banks 
would  fare  as  badly  as  did  the  Australian 
companies.  Further,  is  it  prudent  of  a 
banking  company  to  raise  loans  on  its 
bills? 
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Agfain,  we  are  told  in  the  balance-sheets 
that  to  this  date  a  certain  amount  of  re- 
discounted  bills  has  run  off.  Does  "  to 
this  date  "  refer  to  the  date  of  the  balance- 
sheet  or  to  the  date  of  the  auditor's 
certificate  at  the  foot  of  the  report?  If  it 
refer  to  the  latter,  then  I  have  understated 
my  case. 

A  bank,  with  huge  liabilities  on  re-dis- 
counted bills,  should  surely  maintain  a  ratio 
per  cent,  of  liquid  assets  to  liabilities  of  at 
least  40  per  cent.,  even  if  its  deposits  are 
fixed;  and  unless  the  Indian  banks  increase 
their  state  of  preparedness  to  deal  with 
those  accidents  which  always  threaten  a 
credit  business,  we  are  certain,  sooner  or 
later,  to  witness  in  India  a  crisis  similar  to 
that    which    occurred    in    Australia    during 

1893. 

The  highest  and  lowest  prices  throughout 
this  volume  are  compiled  from  "  Mathieson's 
Handbook  for  Investors." 
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The  Bankers'  Magazine 

"  We  can  confidently  recommend  '  Your  Banker's  Position  at  a 
Glance '  as  an  admirable  collection  of  statistics  relating  to  the 
position  of  the  various  banks  in  the  kingdom.  So  far  as  we  have 
been  able  to  test  the  figures,  they  appear  not  only  reliable,  but  the 
comments  thereon  are  characterised  by  fairness  and  common  sense. 
Moreover,  Mr  Warren's  interesting  style  serves  him  admirably  in 
the  work  in  question,  the  statistical  matter  being  relieved  by  the 
manner  in  which  it  is  presented,  and  by  the  accompanying  letter- 
press. The  work  is  published  at  the  very  reasonable  price  of 
Five  Shillings." 

The  World 

"The  statistics,  in  fact,  show  'Your  Bankers'  Position  at  a 
Glance,'  and  the  introductory  chapters  explain  how  you  are  to 
judge  it.  It  is  not  too  much  to  say  that  practically  all  banking 
matters  of  any  importance  are  touched  upon  effectively  in  the 
pages  of  the  book,  which  takes  its  position  as  the  best  popular 
exposition  we  have  of  the  mysteries  of  the  banking  question.  .  .  . 
Bright  and  interesting,  sensible,  moderate,  and  even  weighty," 

The  Financial  Times 

"Opens  the  sealed  book  of  banking  to  the  public,  and  by  its 
aid  the  merest  tyro  can  ascertain  whether  his  banker  is  conducting 
his  business  with  the  prudence  which  is  so  essential  in  the 
management  of  such  institutions." 

Birmingham  Gazette 

' '  To  those  who  are  acquainted  with  Mr  Warren's  previous  works, 
who  know  his  lucid,  entertaining  style,  this  book  needs  no  other 
recommendation  to  public  notice  than  his  name."     - 

JORDAN  &  SONS,  Ltd.,  120  Chancery  Lane,  London,  W.C. 


